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ISSUES RELATING TO DEFENSE ACQUISITION REFORM 


House of Representatives, 
Committee on Armed Services, 
Washington, DC, Wednesday, March 29, 2006. 

The committee met, pursuant to call, at 10:06 a.m., in room 
2118, Rayburn House Office Building, Hon. Joel Hefley presiding. 

OPENING STATEMENT OF HON. JOEL HEFLEY, A REPRESENT- 
ATIVE FROM COLORADO, COMMITTEE ON ARMED SERVICES 

Mr. Hefley. The meeting will come to order. 

Today the committee meets to continue its oversight of the de- 
fense acquisition system. Over the past several years, this commit- 
tee has made major strides in the area of acquisition reform. Some 
of our most recent initiatives include rapid acquisition authority to 
field equipment needed to prevent combat fatalities; a statutory re- 
quirement for the Department of Defense to comply with its own 
policies, regulations and directives; and the revision of the Nunn- 
McCurdy amendment, one of the most powerful tools in the over- 
sight arsenal. 

These reforms, however, aren’t enough. Year after year, we face 
the same problems: rapid cost growth, an unconstrained require- 
ments process which delays fielding of new systems, and assur- 
ances from the Department of Defense that these problems will be 
corrected. 

To the credit of the Department, they have commissioned numer- 
ous studies to identify the most pressing issues and to identify 
areas requiring reform. Today, our witnesses will review the re- 
sults of these studies and share their findings with us. 

Next Wednesday, the committee will reconvene with senior lead- 
ers from the Department’s acquisition, requirements and financial 
management communities to discuss their plans for implementa- 
tion of the numerous reform recommendations. 

But, first, we have a unique opportunity to hear from the leading 
experts in the field of acquisition reform. Their perspectives on 
these ongoing challenges will be invaluable to the committee, as we 
continue our efforts to overcome these acquisition challenges. 

Our first three witnesses served as the key members of major ac- 
quisition reform studies and will provide a brief synopsis of their 
findings. 

First we will hear from Lieutenant General Ronald Kadish, 
United States Air Force, retired, for an overview of the recently 
completed Defense Acquisition Performance Assessment Panel com- 
missioned in June 2005 by Deputy Secretary of Defense Gordon 
England. 


( 1 ) 



2 


General Kadish will be followed by former Assistant Secretary of 
the Air Force Dr. Robert Hermann, who recently served as task 
force co-chair for a Defense Science Board Summer Study on 
Transformation. 

Our third witness, Pierre Chao, recently served as principal au- 
thor of the Center for Strategic and International Studies’ “Beyond 
Goldwater-Nichols” report, and is senior fellow and director of The 
Defense Industrial Initiatives Group (DUG), with the International 
Security Program. 

Finally, we are fortunate to have a representative of the current 
acquisition system and one of the most experienced program man- 
agers in the entire Department of Defense. Terry Little, currently 
Acquisition Adviser to the Missile Defense Agency, offers a unique 
perspective as the voice of the current defense acquisition system. 

I should note that Mr. Little is here today not to discuss his cur- 
rent position, but rather to speak about some of his previous suc- 
cesses in the acquisition system as program manager of the Joint 
Direct Attack Munition and Small Diameter Bomb. His testimony 
will offer a perspective as to how aggressive program management 
testing and risk control are able to keep a program on cost and on 
schedule all within the current acquisition system. 

Gentleman, we are pleased that you are here today, and we look 
forward to your testimony. 

Let me recognize first, though, the committee’s ranking Demo- 
crat, Mr. Skelton, for any remarks that he would like to make. 

[The prepared statement of Mr. Hunter can be found in the Ap- 
pendix on page 33.] 

STATEMENT OF HON. IKE SKELTON, A REPRESENTATIVE 

FROM MISSOURI, RANKING MEMBER, COMMITTEE ON 

ARMED SERVICES 

Mr. Skelton. Thanks so much, Mr. Chairman. 

And I commend the holding of this hearing today on acquisition 
reform. 

Acquisition has been an area of focus for both of us over the 
years, and now is the time for this committee to provide aggressive 
oversight, because our acquisition system has gotten seriously off 
track. 

Last fall, when we examined the issue, I laid out the problems 
as I saw them. They are unchanged today. 

Our existing weapons systems are aging rapidly, the cost of buy- 
ing new weapons is growing astronomically, and in the past 4 
years, the cost of the top 5 acquisition programs grew 46 percent. 
The budget for procurement grew hardly at all. As a result, we buy 
less and what we have keeps getting older. 

I believe a handful of mistakes are driving this negative cycle. 
First, we are too aggressive in setting our requirements because we 
have become fixated on technology over soldiers. Second, we no 
longer have the right mix of people in our acquisitions system, and 
we have to invest in these professionals to get better results. Third, 
we have to repair a process that routinely ignores the time-honored 
policies and practices that have led to success in acquisition. 
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Now, Mr. Chairman, we took many good steps to fix the process 
in our bill last year, and I know we will continue to focus on this 
as we put this bill together this year. 

Today’s witnesses are uniquely qualified to help us find solu- 
tions. They have studied them in depth. And the sheer number of 
major studies that have been performed in recent years tells us 
just how serious a problem we have. 

I must note, Mr. Chairman, in particular, that we have with us 
today Pierre Chao from the Center for Strategic and International 
Studies. 

Dr. Chao, I want you to know I hold very little grudge for the 
fact that you stole from me my ex-acquisition expert J.J. Gertler. 
I don’t hold grudges too long, a couple years maybe. But we will 
get through iC 

I might say, Mr. Chairman, “Beyond Goldwater-Nichols” — I will 
review your study with complete objectivity, Mr. Chao. 

Thank you so much. 

[The prepared statement of Mr. Skelton can be found in the Ap- 
pendix on page 38.] 

Mr. Hefley. General Kadish, the floor is yours. 

STATEMENT OF LT. GEN. RONALD T. KADISH, CHAIRMAN, DE- 
FENSE ACQUISITION PERFORMANCE REVIEW PROJECT, U.S. 

AIR FORCE (RET.) 

General Kadish. Thank you, Mr. Chairman. 

I am pleased to be here today to talk about the commission that 
I chaired. I am here in my capacity as chairman of the Defense Ac- 
quisition Performance Assessment Panel, in accordance with the 
Federal Advisory Committee Act of 1972, to outline the assess- 
ments and the findings of the panel and to provide a perspective 
on the issues. 

The panel’s review process was held in an open and transparent 
as possible to engage the public while gathering as much input as 
practical from all the practitioners and stakeholders in the Depart- 
ment of Defense (DOD) acquisition process. 

This initiative was established by then-acting Deputy Secretary 
of Defense Gordon England on June 7, 2005, in a memo that he 
wrote. And he directed “an integrated acquisition assessment to 
consider every aspect of acquisition, including requirements, orga- 
nizational issues, legal foundations, decision methodology, over- 
sight, checks and balances — every aspect.” 

The deputy secretary requested that the results be a rec- 
ommended acquisition structure and process with clear alignment 
of responsibility, authority and accountability. 

Our findings were reported to the deputy secretary in November 
of 2005, and a final report was released in January 2006. 

Our conclusions covered a broad scope of recommendations. 

We determined that the problems we faced are deeply embedded 
in many, many DOD acquisition management systems, not just in 
a narrow field called acquisition. Also, a new approach to improve- 
ments is needed to adapt to a new security environment that we 
face. 

We reviewed over 1,500 documents to establish a baseline of pre- 
vious recommendations. We held open meetings and maintained a 
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Web site to solicit comments from the public. We heard from over 
a hundred experts and received over 170 hours of briefings. Over 
130 government and industry acquisition professionals as well as 
organized labor union executives were interviewed. 

From all this, we developed over 1,000 observations. Then we 
boiled them down to 42 areas, and ended up outlining in our report 
the major elements of the acquisition system. And we boiled them 
down to organization, workforce, budget, requirements, acquisition 
and industry. 

History shows numerous studies and reform initiatives have oc- 
curred over the years. It still remains, however, plagued by numer- 
ous and highly publicized shortfalls in efficiency. 

For example, 20 years ago, the president’s Blue Ribbon Commis- 
sion on Defense, most commonly known as the Packard Commis- 
sion, ushered in an era of acquisition reform with its findings that 
DOD’s weapons systems take too long and cost too much to 
produce. 

Two decades later, many believe the weapons systems programs 
we have today still cost too much and take too long to field. We 
should ask ourselves a key question: Why? 

The existing system, however flawed, has produced the most ca- 
pable, best-equipped and most effective military in the history of 
the world. We have met the effectiveness test in the past. Now we 
have to adapt to a different security environment as well. 

Fundamental structural changes in the acquisition system are 
needed to adapt to this security environment. And an effective sys- 
tem requires stability and continuity that can only be achieved 
through the integration of all the major processes and elements 
upon which it depends. 

I would say that incremental change to the acquisition process 
as we know it alone usually assumes that the other key processes 
are cohesive and stable. In reality, they are disconnected and un- 
stable. 

We are convinced that the sheer complexity of the system is a 
major impediment and contributes to much of the confusion about 
the acquisition system and processes. 

Let me explain. There are three fundamental processes that 
DOD operates. And if you will allow me, I would like to call these 
the Big A acquisition system. This includes the requirements proc- 
ess, the planning, programming and budgeting process, and the ac- 
quisition process. I will refer to the acquisition process among those 
three alone as Little A because it is embedded in the Big A system. 

Simply focusing on improvements to that Little A acquisition 
portion instead of the larger acquisition system, the Big A, cannot 
and will not substantially improve defense acquisition and perform- 
ance. 

The larger acquisition system was designed and optimized to re- 
spond to a security environment dominated by a single strategic 
threat: the former Soviet Union. But today, key functions of the Big 
A acquisition system — such as the requirements development, sys- 
tems engineering, operational testing and transitioning of science 
and technology — are being pursued almost as separate, independ- 
ent entities, adding to the cost and complexity of the process. 
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As I said, the security environment is very different today. 
Therefore the processes we need to meet the demands of this envi- 
ronment must have the flexibility and agility to respond in a timely 
way. Adapting the acquisition system to the realities of this new 
environment cannot he considered independently of the organiza- 
tions charged with the conduct and the system to recruit, train and 
develop and retain its workforce. 

Let me characterize this new security environment in mayhe a 
little bit different way than you have heard in the past, and why 
it is important not to view these recommendations of the report or 
this whole subject of reform in isolation as a management problem 
or an organizational issue. 

I would submit that the security environment we face today is 
a real challenge for our decision cycles. Where we spent and I spent 
much of my career trying to figure out how to turn our decision cy- 
cles inside those of our adversary and we have been very success- 
ful. 

What we see in the processes today, faced with a new security 
environment with the Global War on Terror, is that we are in dan- 
ger of having our adversaries turn inside our decision cycle. And 
that in and of itself is very worrisome. 

Finally, the industrial environment has changed in fundamental 
ways, as well as the security environment. The globalization of in- 
dustry and the consolidation over the last 15 to 20 years, as well 
as our outsourcing policies, affect the policies and strategies and 
techniques that we used to use. 

This raises many key questions. 

Twenty years ago, we had 25 prime contractors plus a sub- 
contractor base that was very robust. And we were producing thou- 
sands of units of weapons systems per year. Today, we have six 
primes, depending on how you count. We are producing tens of 
things a year and we are very vertically integrated in our industry. 

So things like how we use competition to get the benefit that we 
expect, how can we accomplish our mission with the globalization 
of the economy and why don’t we have more nontraditional suppli- 
ers in our base become key elements of the discussion and worthy 
of very big national dialogues. 

We believe our process for this project was very disciplined. And 
we sought to validate all these requirements and assessments and 
recommendations. 

Mr. Chairman, I would submit the report of all those rec- 
ommendations and assessments for your consideration for the 
record. I won’t go through all of them right now, but would be wel- 
come to have some questions about the wide-ranging capabilities 
that we are suggesting in the process, in the interest of time. But 
we did propose sweeping changes to dramatically improve the de- 
partment’s ability to stabilize and integrate key elements of the ac- 
quisition system. 

As I said before, simply focusing on improvements to that Little 
A, without looking at budget and requirements, workforce issues, 
organizational issues and so forth, cannot and will not substan- 
tially improve the acquisition performance. We have been reform- 
ing that Little A for years, and we need to do more. But we have 
got to look at those systems that interface with that Little A. 



6 


As I have listened in panel meetings and studied this problem 
over many months now and lived in this environment for over 25 
years, I am convinced that we could do better to face our new secu- 
rity environment. 

Our collective challenge, then, will be to overcome the myriad of 
interests, conflicting policies and incentives and inherent conflicts 
so that we can exploit technolo^ to support our warfighters and 
turn inside our adversaries’ decision cycles as much as practical. 
Otherwise, we will have another effort in a few years addressing 
the same issues that we face today. 

However, we must ensure that in our efforts to improve the sys- 
tem we do not somehow degrade our existing capabilities and not 
provide our warfighters with the systems and technologies we need 
to continue to dominate the battlefield. 

Thank you for listening, Mr. Chairman. And I will end it there. 

[The prepared statement of General Kadish can be found in the 
Appendix on page 41.] 

Mr. Hefley. Thank you. General. 

Mr. Hermann. 

STATEMENT OF HON. ROBERT J. HERMANN, TASK FORCE CO- 
CHAIR, DEFENSE SCIENCE BOARD SUMMER STUDY ON 

TRANSFORMATION 

Mr. Hermann. Yes, good morning. I want to thank you for invit- 
ing me to testify on this subject. It is a complex issue, and I wel- 
come the opportunity to convey some of what I think I have 
learned over the past decades. 

You have, I believe, provided a full statement that I would like 
to have accepted for the record. 

Mr. Hefley. All full statements will be put in the record, with- 
out objection. 

Mr. Hermann. Let me just talk to a few points and leave some 
time for questioning. 

I became formally engaged with this subject in 1993 when Dr. 
Perry, who was then the deputy secretary of defense, asked me to 
chair a Defense Science Board on acquisition reform. In the next 
six years, I chaired many task forces on that subject, and since that 
time, have worked and studied this problem as an avocation, as it 
turns out, until now. 

I would say that the best articulation of what I believe needs to 
be done does, in fact, reside in the summer study that we produced 
on “Transformation: A Progress Report.” 

In addition to studying it from the point of view of a defense ad- 
viser, I am obliged to say there are other things that form what 
I think about the subject. I spent 16 years, 11 of which as a chief 
technical officer, for a major public corporation in the manufactur- 
ing sector. I served as a manager in a government agency. I have 
served in the Office of the Secretary of Defense. I was the service 
acquisition executive for the Air Force before we called it that. And 
I served 2 years as a special assistant to Commander in Chief Eu- 
ropean Command (CINCEUR), Supreme Allied Commander Europe 
(SACEUR) at the time, and so believe I have some familiarity with 
the command issues. And from that, I have drawn whatever les- 
sons that I would like to convey today. 
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This subject is complicated enough that it is possible to 
miscommunicate from time to time, because each of us comes with 
different background and different use of language. And so I think 
the opportunity to miscommunicate is very, very large. 

I am going to try to convert to a communications style which 
says that I have some propositions that I want to put forward and 
then they do not end up being the complete description of every- 
thing that should be done, but they are the salient propositions 
that I would offer to you. 

First of all, acquisition, as General Kadish has said, is not just 
about buying things. From my perspective, the role of the Depart- 
ment of Defense is to create, deploy and employ armed forces to de- 
fend and support the political interests of the country. The things 
it must require or put in place are joint, allied and coalition mili- 
tary forces. The end product of the enterprise is effective forces, 
fielded forces, for today and for the future. 

And so, the notion that we just buy things — it turns out we have 
to figure out what is the value of what we buy. You must relate 
back to the mission. You must buy things for value. And in order 
to understand value, you have to understand alternative uses of 
the money. 

There are many observers and commenters on what is wrong 
with DOD. And each will have their version. My summary is as fol- 
lows. 

The first and most important is the Department does not have 
a plan for what it is trying to achieve in outcome terms. It makes 
no attempt to measure how well it is achieving its objective. And 
it has no system for understanding the true cost of any of its activi- 
ties. This fragmented decision-making leads to overly optimistic 
cost and schedule estimates and results in destabilized program 
execution. 

The DOD requirements process is very destructive. I might note 
that in the private sector and in a large public corporation we 
never used the word “requirement.” There isn’t anything that is a 
requirement. 

For a long time I noticed that the Comanche was certainly re- 
quired. I know there was a requirement for it because the Bible 
told me so. However, it was canceled, so it must not have been re- 
quired. So the notion that things are required is in itself destruc- 
tive. It separates the question of what is needed from the cost of 
fulfilling that need. 

The requirement is usually fixed by a committee of people that 
have neither mission responsibility or financial accountability. This 
requirement is passed, in recent years, as unbreakable guidance to 
a procurement process that has no right or confidence to make 
trades between performance specified by the requirement and the 
cost and schedule implications of implementing the requirement. 

Requirements should inform the judgment of accountable objec- 
tives but should not dictate performance outcomes. 

Next, the Combatant Commanders have the ultimate mission re- 
sponsibilities of the Department. As you stand at the secretary’s 
position and say, “What is my mission?” I accomplish my missions 
through the Combatant Commanders, but they are not effectively 
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permitted to participate in the makeup of the forces that are need- 
ed for the future missions of their command. 

Although there are operational plans for tomorrow, there are no 
guiding plans for evolving the future force for that mission respon- 
sibility. The Combatant Commands do not have adequate technical 
support to manage the very technically rich system that is their 
force or to contribute to the evolution of that force for the future. 

The Department spends a great deal of resources under the 
name of logistics, but does not have a quality logistics system. 
Management of this area is fractionated. The costs are huge and 
the effectiveness of the system is mediocre. 

Finally, the way the Department implemented Goldwater-Nichols 
to move the leadership of the armed services from the armed serv- 
ice Title X organize, equip and train role — this removed an impor- 
tant source of military competence from the process and placed 
undue dependence on the destructive requirements process. 

This was not required by the law, and no legislative action is 
needed to fix the problem. And I believe the Department is on the 
way toward fixing this problem. 

In putting forth propositions that I would recommend to address 
these issues, I extracted part of the DSB reports that I have been 
chair, co-chair or participant in. 

And I would say that the most important recommendation is that 
the DOD should have a business plan. They have a strategy, and 
they have a budget, but they do not have a business plan. 

In the sense of a businessman, it means that I have to describe 
not only to my shareholders — in this case, me, the citizen — I have 
to describe to the people who are working in this enterprise what 
is it we are trying to accomplish and how are we going to get 
there? With what resources and by what schedule are we going to 
achieve what capabilities for this department? 

Such a plan does not exist. So there are recommendations as to 
how to go about it. 

And since this is a complicated recommendation — I know that 
from practice — I would start first by noting that it is important 
that the responsibilities, authorities and accountability within the 
Department be sorted out correctly. 

There is a role for the armed services. And to achieve this objec- 
tive, no change to Title X is required because the armed services 
should still be the primary source, along with the Defense agencies, 
of all the assets necessary to operate the Department. 

There is a role for the Combatant Commands because they are 
the users. They are the place where the forces come into being and 
only there. We only have forces as a complete system under the 
command of combatants; the units that are provided by the armed 
services are not a complete force. 

There is a role for the Chairman and the Joint Staff. There is 
a role for the Secretary and his staff, the Office of the Secretary 
of Defense. And we have outlined those in the report. 

One of the key recommendations is that the secretary should, in 
his own management process, account for every dollar and resource 
allocated — should account for them under the mission heading of 
the Combantant Commander (COCOM) mission. That is, if there is 
a dollar given of mine, the taxpayer, to the secretary, he should be 
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obliged to explain why it is that that relates to some mission that 
he has. 

And therefore we have put a matrix together in which the pro- 
gram and budget formulation must be allocated or accounted for 
along the lines of the mission, so to give the Combatant Com- 
mander visibility of the resources of the Department that are being 
used in support of his mission today and in the future and visibility 
to the problems of the Department. 

Because unless that is the case, the combatant commanders will 
not have any clout in Washington. It is about the money. And it 
is much more about the money than it is the mission, because the 
mission is not actually represented at the table very often, either 
here or in the counsels of the Department. 

So anyhow, it is a heavy change in process, but it requires no 
change in the actual identification of resources, no change in Title 
X, no change in submission of resources to the Congress, but it ac- 
tually has to do with the internal discipline associating the re- 
sources we put to the Department to the missions that we accept 
for the Department. 

The increase in the ability of the Combatant Commanders de- 
rives from that recommendation in our report. And also, in order 
to support a more complete role, they need technical support. 

We also describe a way in which to fix the Goldwater-Nichols 
change in the departmental process to include in the acquisition 
process the secretary of the armed service, the chief of staff of the 
armed service and his staff. 

I think all of us have, in one way or another, tried to address 
the logistics problem. Our particular form of addressing the logis- 
tics problem is to say that there should be a Logistics Command. 
We currently have a Transportation Command and we have a De- 
fense Logistic Agency and we have service logistics commands. 

And our recommendation is that we pull those together into a 
single organized entity in which there is a commander of Logistics 
Command, which is basically the integration of Transportation 
Command (TRANSCOM) in with Defense Logistics Agency (DLA), 
and then dual-hatting the service logistics commands to provide 
support that is service-peculiar to them, et cetera. And so we have 
some description as to how that ought to be. 

I think there is, perhaps, more than one right way to handle the 
logistics problem. But our version, I believe, is a very plausible out- 
come and will add discipline to the game and improve the efficiency 
of the Department. 

Mr. Chairman, there are many other issues that are important 
to this process. One left that I don’t plan to address is how to ad- 
dress the problems of the Department that are truly multi-depart- 
mental. That is, most of the serious problems facing this depart- 
ment actually involve the execution of coordinated missions by 
many of the departments of the executive branch. And we are poor- 
ly served by the current process. 

Operational concept development is required to lead much of 
this. The people to mention. Managing the technological industrial 
base. The role of competition in the process, because that has been 
discussed in many ways. Balancing fairness, whatever that means. 
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with enterprise results. And then allied and coalition force develop- 
ment. 

I thank you for listening to me. 

[The prepared statement of Mr. Hermann can be found in the 
Appendix on page 58.] 

Mr. Hefley. Thank you, Mr. Hermann. 

Mr. Chao. 

STATEMENT OF PIERRE A. CHAO, SENIOR FELLOW AND DI- 
RECTOR OF DEFENSE-INDUSTRIAL INITIATIVES, INTER- 
NATIONAL SECURITY PROGRAM, CENTER FOR STRATEGIC 

AND INTERNATIONAL STUDIES 

Mr. Chao. Mr. Chairman, thank you for inviting me to testify be- 
fore this committee. 

Mr. Skelton, thank you for giving us J.J. Gertler. He has been 
a great addition to CSIS. I am hoping your grudges don’t extend 
beyond my opening statement. 

Mr. Chairman, first, let me commend you for holding a hearing 
on this topic. It is extremely important and very complex. 

It has been clear that after 15 years of post-Cold War adjust- 
ment, reform and transformation that the military side of the Pen- 
tagon has made great strides in adapting to the new environment 
of the 21st century. It fights more jointly. It has altered doctrine, 
training, and changed its organizational structures. 

However, the business processes of the Pentagon have been 
much, much harder to transform, as you know, and today probably 
represent, in my opinion, the strategic weak link in the chain. 

This is particularly evident in the arena of acquisition reform. 
And by acquisition, I use General Radish’s definition of Big A ac- 
quisition that also encompasses the requirements processes, the 
Little A acquisition processes and the budget processes of the Pen- 
tagon. 

There has been certainly no lack of trying — actually, no lack of 
trying over the last 200 years. What is amazing is when you read 
the congressional record following the Civil War, the First World 
War, Second World War, the same questions are being raised. If 
you were the committee chairman in 1867 looking back at Civil 
War, you might be talking about cannons and wagons, but you 
would still be asking the same question. 

And there has certainly been no lack of trying in the last year. 
We have had four major analytical studies — the CSIS study. De- 
fense Science Board DAPA panel and the QDR — which have all 
looked at the acquisition reform issues. 

I was privileged enough to have worked, actually, on all four ef- 
forts. And although my comments will focus mostly on Goldwater- 
Nichols study, I would like to share my thoughts on some of the 
cross-cutting themes that emerged. 

If I may start with the Goldwater-Nichols study, a copy of which 
I have here and I would like to introduce into the record formally, 
when you look at the Goldwater-Nichols, one of the key things of 
our study was to identify any negative unintended consequences of 
those 1986 reforms and see where the fundamental landscape has 
changed and that is causing problems today. 
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[The Goldwater-Nichols study is retained in the committee files 
and can be viewed upon request.] 

Clearly, when Goldwater-Nichols was passed, there was certainly 
a lot of controversy in the acquisition world then, just as there is 
today. We all still remember the lurid examples of the $600 toilet 
seats and the $427 hammers that filled the press. There was huge 
pressure to ensure that similar mistakes were not repeated. 

And so when a solution was created in 1986, the supreme objec- 
tive of the reforms process was to fix the mechanical processes of 
buying things. Some have said it wasn’t actually acquisition re- 
form; it was really procurement reform. 

Congress reflected this by creating a new position, the Under 
Secretary for acquisition, which is now the Under Secretary for Ac- 
quisition, Technology and Logistics (AT&L). And one of the unin- 
tended consequences, however, of this legislation was the devaluing 
of the previous position of the Director for Defense, Research and 
Engineering, the DDR&E. 

In fact, since the end of the Second World War, the DDR&E was 
the third most important position in the civilian hierarchy at the 
Pentagon. It sent the signal that technology was of strategic impor- 
tance to the Pentagon and to the nation, and it ensured that there 
was a strong institutional champion. 

And the Goldwater-Nichols reforms have changed the role of the 
Pentagon’s number-three person from being focused on what to 
buy, and instead made them focused on how to buy types of issues. 
Dr. Hamre has used the phrase, “It shifted the focus from marks- 
manship to gunsmithing.” 

Today, the acquisition system inside DOD is a bewildering com- 
plex of processes and procedures. Clarity of action in many ways 
is missing. 

Clearly, personalities of the people holding that AT&L position 
can shift and change. I must point out that the current AT&L per- 
son, Ken Krieg, has been trying to focus quite a bit on the what- 
to-buy issues, but the institutional pressures that drag him back to 
focus on how-to-buy issues are there on a day-to-day basis. 

Another problem identified with the DOD’s current acquisition 
systems: the fractured accountability that was created by the origi- 
nal Goldwater-Nichols reform legislation. It created a fault line in- 
side the Department. It divided the acquisition system into a dif- 
ferentiated process that insulated it from the procedures that es- 
tablished requirements in budget. 

Our study has found that this fault line between the acquisition 
process on the one hand and the requirements and budgetary proc- 
ess on the other is one of the primary contributors to lack of insti- 
tutional accountability in our system today. 

The study concluded in many ways that the primary problems 
are institutional and that institutional change was required, and it 
recommended a few key things. 

The first one was creating a clear advocacy for supply versus de- 
mand. Today, the service vice chiefs, in many ways the representa- 
tives of the suppliers inside the Pentagon, comprise the Joint Re- 
quirements Oversight Council, the JROC. 

CSIS study team believes that this needs to be changed and that 
the JROC needs to be populated by the demand-oriented institu- 
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tions inside the Pentagon; in this case, represented by the Combat- 
ant Commanders, the users of the system. 

It also advocates adding on to the JROC those who represent the 
longer-term views within the Pentagon, which would include the 
Under Secretary for AT&L, the Under Secretary for Policy and Pro- 
gram Analysis and Evaluation (PA&E) to provide the analytical en- 
gine, as well, behind the JROC. 

Second, the study recommended returning the military service 
chiefs to the chain of command for acquisition. You have heard 
from the other two major studies; that theme has been echoed. It 
solves another institutional faultline that was placed. It creates, 
once again, a central belly button that can be pushed by the tax- 
payer and by yourselves for accountability in the acquisition sys- 
tems. The service chiefs need to be held accountable for the whole 
supply function, and they need the authority to carry this out. 

Third, focus the Under Secretary of AT&L on the marksmanship 
aspects of the job, the strategic element, rather than the 
gunsmithing, or the day-to-day management of programs. 

And the fourth area that we focused on in our study has to do 
with the rapid acquisition process. Because one lesson that has 
been learned and relearned by this nation since the Revolutionary 
War is that the acquisition system is designed and optimized for 
peace. And each time it hits wartime, the wheels fall off the cart. 

What makes this situation even harder is the fact that the Na- 
tion is in a dual-mode today. We have half our system focused on 
being in a wartime mode, where time is critical, technologies must 
be off the shelf, testing, in many ways, is less relevant because you 
are doing it in the field today, and agility, innovation and experi- 
mentation and risk-taking are absolutely critical. 

Meanwhile, the other half of our system is focused on longer- 
term potential near-peer competitors 20 years out, where the tradi- 
tional acquisitions system actually works fine. The central focus is 
cost and performance. We can afford to move more slowly, delib- 
erately, and where efficiency is critical. One size simply does not 
fit all, and it argues that we may need very distinct and different 
tracks for the acquirers to work on. 

I must commend your efforts, actually, in the fiscal year 2005 
budget process and authorization act to create the rapid acquisition 
tools for the Department. But our study would argue that the cur- 
rent rapid acquisition system should be expanded beyond where 
you have taken it, establishing preset waivers to particular laws 
and processes be made more permanent and pots of money being 
made available. Because it turns out that the budget process in 
some ways is becoming the choke point in the rapid acquisition sys- 
tem. 

So in conclusion, Mr. Chairman and members of the committee, 
I again applaud you for holding this hearing. Acquisition reform 
will need some congressional champions if it is to move forward 
meaningfully. I can only hope that this is the beginning of a long 
and fruitful dialogue, and I know that I and my colleagues at the 
Center for Strategic and International Studies (CSIS) are prepared 
to support you in any way as you tackle this critical issue. 

[The prepared statement of Mr. Chao can be found in the Appen- 
dix on page 50.] 
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Mr. Hefley. Thank you, Mr. Chao. 

Mr. Little. 

STATEMENT OF TERRY R. LITTLE, ACQUISITION ADVISOR TO 
THE DIRECTOR, MISSILE DEFENSE AGENCY 

Mr. Little. Thank you, Mr. Chairman. 

I come at this from a bit of a different perspective than these 
other three gentlemen, in that I have no study that I have done, 
no formal study. 

What I have done is have had 25 years managing major acquisi- 
tion programs. Most of that has been with the Air Force, but I have 
had the opportunity as an interested observer to look at large pro- 
grams in the other services. And I have drawn some conclusions 
from that that I would like to share with the committee, recogniz- 
ing that these represent my opinion and not reflective of either the 
Missile Defense Agency or the Department of Defense. 

From inside the process, I would have to say that I believe that 
Goldwater-Nichols, as it pertains to acquisition, is fundamentally 
sound. What is not sound is the Department’s implementation of 
it. And I want to be more specific. 

Oversight and review, a necessary function, but what has hap- 
pened is, it has created a massive bureaucracy of highly focused 
stovepipe people insisting that they get their way with the pro- 
gram. And the end result is something that not only is not helpful 
to the success of the program, but in a general way tends to under- 
mine program execution by giving the program manager too many 
masters that he has to satisfy. 

There is a lot of talk about the requirements process and who 
should set requirements. I believe that the current approach is rea- 
sonable and that the JROC is reflective of a check and balance in 
that you have very seasoned people, plus the vice chairman, who 
represents the Combatant Commanders. 

The trouble with the requirements process, though, is not who 
sets the requirements, it is how they are set and when they were 
set. We set them too early, before we know enough to really set 
them. We are too specific. We don’t leave trade space. And we cre- 
ate a situation where the program is doomed to fail or at least to 
disappoint. 

And that is troublesome to me because over my 25 years, one of 
the things I have observed is most requirements are made up. They 
are made up by users who get inputs from both government people 
and contractors about things that are possible, and they use those 
as a basis for setting their requirement as to what they want. 

So, to me, it is land of a very troubling thing, that we are too 
specific and too early. 

A lot of talk about the budget and budget stability. The services 
do that to themselves, in my estimation, by having more programs 
than they can afford and by sanctioning, at least implicitly, under- 
estimates to cost and underestimates to what is going to be re- 
quired to actually execute the program. 

And so, what ends up happening is, when an important program 
runs into cost trouble, the departments look to other programs to 
solve that. And so to fix one, you break others. But that is a de- 
partmental execution problem, in my estimation. 
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So how do you get better results? I have a bit of a prescription 
which is oversimplified, but I am going to give it anyway. 

One is, if you want better results, two things need to happen: set 
more realistic expectations at the start and get better program 
managers. I want to talk about each of those. 

When a program starts, there are enormous pressures to be opti- 
mistic: optimistic about performance, optimistic about cost, optimis- 
tic about schedule. We are in a military culture. And when we are 
in a military culture and we have a problem, we don’t call it a 
problem, we call it a challenge. And a challenge is meant to be 
overcome. 

So when the typical program manager gets pressures to add re- 
quirements or understate costs or understate the schedule, the typ- 
ical answer is, “Yes, sir, we can do that, we can do that,” because 
we want to please. 

So if you go back and look at the history of the disappointing pro- 
grams, you will find that in most cases the seeds for that dis- 
appointment were sown very early when the expectation for the 
program was set. 

Now, how do you resist if you are a program manager? The way 
you resist is you develop a conviction, number one, and, number 
two, an expectation that you are going to be accountable personally 
for the outcome. So if I overpromise, I am going to be there to be 
in front of someone explaining why when the chickens come home 
to roost. 

Most program managers don’t have an expectation of continuity. 
Their expectation is they will be with the program a couple of 
years, somebody else will replace them. And so, it is easy in that 
kind of a situation to set expectations because someone else will 
have to deal with the problem when those expectations turn out to 
not be realized. 

I mentioned better program managers. What do I mean by that? 
As I look around at the managers of the major acquisition pro- 
grams across the services, I would say that about 20 percent of 
them are stars — real stars. About 60 percent are okay, meaning 
they are unlikely to make huge mistakes, but if the program gets 
in real trouble, they are probably not going to be able to pull it out. 
And about 20 percent I would characterize as incompetent. 

Now, how does that happen? We don’t do a very good job develop- 
ing, training, picking, mentoring, coaching and keeping program 
managers. We need to do a much better job. 

In my estimation, the program manager should be as well pre- 
pared to manage a major acquisition program as a pilot is to fly 
an aircraft. And that means more training; more selection, not just 
looking at resumes; and putting people to the test where they have 
to produce results and outcomes and seeing how they fare. 

Defense Systems Management College has done some studies of 
program managers of successful programs, and they have con- 
cluded that the most important factor in a program’s success is 
who the program manager is and, more precisely, his basic ap- 
proach to the job. Many program managers see the job as one of 
dealing with technical complexity, making decisions, being an advo- 
cate for the money. 
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The successful program managers understand it is not about 
management; it is about leadership, it is about dealing with 
change, it is about confronting issues, it is about recognizing that 
you have to develop alliances, it is about creating confidence on 
those who are following you as well as those to whom you report. 
We don’t take that approach when we select program managers. 

There is another factor that really relates to some of the things 
that I think were brought up. There is a prevalence in our acquisi- 
tion workforce of what I want to call a cost-plus mentality. Now, 
let me explain that. 

In the 1980’s, we had a bad bout with fixed-price development 
contracts. And it produced some really bad stories. So we made the 
transition where virtually all of the development contracts are cost- 
reimbursive. And what does that produce? The first thing that it 
produces, and in fact encourages, is a lack of discipline and, in par- 
ticular, a lack of discipline in planning. 

Just because something is cost-reimbursable, that is not a license 
to make it up as you go along. But in fact what happens, as a prac- 
tical matter, is we have lost the art of doing detailed planning and 
the discipline of executing to a plan. And by “we,” I am talking 
about not just the government program offices but also the contrac- 
tors to whom we give these cost-reimbursable contracts. 

Second, we have tolerated and continue to tolerate inefficiencies. 
Our government program management teams are way, way, way 
too large. They generate needless work, in my estimation. And they 
cause the contractor to hire additional people that really don’t con- 
tribute to the end product. 

And the third thing is, it has encouraged us to undertake high- 
risk ventures. I believe, as some of the other studies have shown, 
we need to be looking more precisely at spiral development, moving 
a step at a time, with low-or moderate-risk activities, with parallel 
efforts to develop the technology outside the main-line development 
program and, as the those technologies mature, to be able to fold 
them in. 

So what I have is much more predictability about what perform- 
ance I can get, what it is going to cost and how long it is going 
to take. 

Finally, I want to say that I think the GAO has done a good 
thing with setting up the notion of knowledge points. They have 
not gone far enough, however, in that they have only focused on 
technology readiness. I think they should be focused, as well, on 
engineering or on manufacturing readiness. 

We have a lot of technologies today that we can get enchanted 
because of what they promise in the way of performance, but if we 
can’t manufacture those affordably and repeatably, we are going to 
have a major problem. And I don’t think we give near enough cre- 
dence to that. 

So my view is we don’t need fundamental structural changes. 
What we do need is different implementation, different attitude, 
and overall a different way of buying what we buy that is really 
reflective of a cultural change as opposed to an institutional 
change. 

Thank you, Mr. Chairman, for the opportunity to give my re- 
marks. 



16 


[The prepared statement of Mr. Little can be found in the Appen- 
dix on page 71.] 

Mr. Hefley. Thank you very much, all of you. 

I am going to defer my questions. 

Mr. Skelton. 

Mr. Skelton. Mr. Little, thank you. 

And thank each of you gentlemen for your excellent testimony. 

Mr. Little, it is good to hear your positive comments about get- 
ting the Goldwater-Nichols acquisition piece right. 

My question of you is: How can we as a committee help the De- 
partment of Defense get it on the right path? In other words, if you 
had a magic wand and this committee would do what your magic 
wand said, how would we help them get it right? 

Mr. Little. I would offer a couple of thoughts. 

I said I think the Goldwater-Nichols is fundamentally sound. 
One thing that is not sound is the Defense Acquisition Workforce 
Improvement Act. It has too many holes to allow for waivers and 
deviations. I believe that should be strengthened substantially. 
That would be one step. 

Second step would be to take the AT&L office out of the acquisi- 
tion program oversight business and put that down at the service 
level with a limited staff and essentially have that staff be com- 
prised of people who weren’t functional experts but who were sea- 
soned program managers who could help the program succeed. 

What I don’t need are functional experts telling me at the head- 
quarters level how the contract needs to be, how the finances need 
to be, how the technical needs to be. I get enough of that help at 
my own level. What I need is someone who has been there and 
done that who can help me with the balance, with how do I balance 
all of these things. 

We don’t have that today. In fact, on the military side, when we 
have seasoned program managers, people who have actually had 
some successes, amazingly enough we move them out of that posi- 
tion so that they no longer have access to people like me and others 
coming up. And I would do something about that. I don’t know 
what that something is. 

I mentioned the program manager tenure. In my simple mind, if 
we want accountability, we need to put a program manager in 
place with an expectation that he is going to live with the results 
that he has promised. 

And what I would say to that is: Five years, you die, you get 
fired or you retire. Those are the only ways that you get out. If you 
get promoted, we will figure out how to deal with that. 

You know, the fact that the Joint Strike Fighter (JSF) has had 
who knows how many program managers in its time, I think, in 
a significant way is at the root of why that program has had and 
will continue to have so many issues associated with it. 

So that would be my magic wand, sir. 

Mr. Hefley. Mr. Kline. 

Mr. Kline. Thank you, Mr. Chairman. 

Thank you, gentlemen, for being here and for years and years 
and years of very hard work trying to solve a problem which many 
of us, looking at it for over these many years, think is unsolvable. 
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I think, Mr. Hermann, you mentioned or someone mentioned Sec- 
retary Perry and the study that he had asked for. And you go back 
to Secretary Perry going back to probably when he was DDR&E, 
and we were talking about fixing the acquisition system. 

All of you have said that it is a system that has been broken for 
many years. General, you talked about language 20 years ago and 
you are looking at it again. It is the same language. 

And so, I am kind of wringing my hands, and have been, as have 
undersecretaries of defense for acquisition, year after year after 
year. We can’t seem to fix it. 

And I am struck by a couple of things. I think that there is a 
model out there that many of us have looked at for a long time. 
If you put things under a cloak, like the skunk works, and you get 
a project that comes out ahead of time and under budget, I know 
that you have all looked at that process. And I am wondering if 
somebody has a comment as to why that worked relatively well, if 
you are willing to share that with us. 

And then, just a couple of more comments on my part, and then 
I would like to throw a question out for all of you. 

We in this committee, in this Congress, gave the Secretary of De- 
fense this rapid acquisition authority, which was supposed to by- 
pass the Federal acquisition regulations and allow the Combatant 
Commanders to recognize something that they needed to save lives 
in the theater and allow the secretary to bypass the process and 
buy what we needed to save those lives. 

And yet, I know that we on this committee are frustrated, week 
after week, when we see that things aren’t getting fielded as rap- 
idly as we think we should. 

The chairman of this committee has held hearings trying to get 
at the bottom of why that has happened, because we streamlined 
the process as well as we think it could possibly be done. We just 
waived everything and said, “Mr. Secretary, go buy it if you need 
it.” 

And yet, we hear, when we talk to folks who are trying to field 
equipment, “Well, we are verifying the requirement,” or “We 
haven’t finished the testing,” or “We have only done developmental 
testing and not operational testing,” or something. We seem to get 
immediately mired back into a system that has been with us not 
for years but for decades. 

Mr. Little, you talked about needing to change the culture. We 
don’t have that wand to change the culture. So we are looking for 
something. What could we do that would allow that culture to be 
changed? 

So a couple of questions. The rapid acquisition authority, what 
do you know about it, and why do you think it gets hung up and 
we can’t get the things we need into theater as rapidly as we would 
like them to get in there? 

And then, many of you talked about the requirements process 
being broken. We have had some suggestions. Again, if you could 
wave a wand on the requirements process, I would be interested 
in what you have to say. 

Thank you. 
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General Kadish. I would like to take a crack at answering the 
question on the requirements. I think it is one of the most impor- 
tant issues that we face. 

And one of the things that we could do, and it is recommended 
in our report in the Defense Acquisition, Performance Assesment 
(DAP A) commission, is to value time. We call it time-certain devel- 
opment, where schedule counts in the process. 

What you find in the requirements development and testing ac- 
tivities is that they are willing to trade time for something better. 
And unless and until we make time equal to those performance 
variables, we will get the same behavior you described. 

So schedule is important, especially in this security environment. 
That is why I mentioned earlier about turning inside our adversar- 
ies’ decision cycles. 

So as we talk about how fast it goes, how far it goes, how lethal 
it is, we should also specify when we want it. And then that gen- 
erates more evolutionary approaches to testing and development 
activities. 

So I would strongly recommend that we look at time equal to or 
better than the performance required out of the weapons systems. 

Mr. Kline. Thank you, Mr. Chairman. I apparently preambled 
too long. I see my time has expired. 

I would be interested in any written responses that you may 
have on those three issues that I covered. 

Thank you, Mr. Chairman. 

Mr. Hefley. Mr. Snyder. 

Dr. Snyder. Thank you, Mr. Chairman. 

We appreciate you gentlemen being here. 

This is incredibly complex and confusing, I think, for a lot of us 
and for a lot of Americans. But we know how vital it is. 

And what I want to do is I have two specific questions I want 
to ask you about, maybe as a test of how a good acquisitions sys- 
tem ought to deal with challenges. 

Number one is, probably the number-one priority in this commit- 
tee for the last three years has been armor — personal protection for 
our troops. And we have been assured multiple times — and the 
chairman has worked on it and the ranking member has worked 
on it — about, yes, we are moving in the direction we want to be in 
terms of personal protection for body armor and protection for vehi- 
cles. 

I learned yesterday — and the fact that General Schoomaker said 
that in June of 2005 that we were on track to have the number 
of enhanced small-arms protective inserts, the small arms protec- 
tive insert (SAPI) plates; we are on track to do that in fiscal year 
2007. 

The requirement had been set by the Army to buy 40,000 sets 
a month. And it is my understanding, in the last couple weeks, the 
Army has let it be known that they are only going to be 20 sets 
a month. 

And I am not sure why that is but there were suppliers out there 
of these composite materials, six competitors, that had ramped up 
in anticipation of 40,000 sets a month. 

And you need competitors because this a changing technology. I 
mean, you don’t want a material that will just stop the first bullet; 
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you want it to be able to stop subsequent bullets after it has been 
hit and shattered and already had velocity to it. 

Now, the situation is, the Army is saying, “We are going to cut 
back from six suppliers” — that is my understanding — “to three sup- 
pliers.” And the ones that are going to be retained are the ones 
that the Army has dealt with, not necessarily the ones that have 
the best technology for stopping a bullet. 

Now, we talk about our business community out there, our sup- 
pliers — how should this system work? 

I don’t expect any of you to have any personal knowledge about 
enhanced SAPI plates and where that contract is and all that. But 
here is, then, probably the number-one priority for the Congress, 
and we have had industry ramp up, and now it is my understand- 
ing they are getting some information that, “Oh, you are not going 
to be making money at this after all because we are going to cut 
the requirement in half and we don’t need but six of you; we are 
only going to use three of you.” 

Now, how should this system work? 

Mr. Chao. In some ways, we have also been looking at defense 
industrial base issues at CSIS. And one of the biggest issues that 
you come across, particularly when you are trying to get at a nexus 
of acquisition reform and defense industrial issues, as you know, it 
gets to be an extremely complex issue, and it is very hard to peel 
out what is relevant versus what is not. 

One of the biggest things that we have done in terms of trying 
to think through those issues is look at where an industry is or 
where a technology is in its maturity cycle. 

So to your point, in areas where there is lots of changing tech- 
nology, you have lots of competitors, that you let competition reign 
as much as possible, the taxpayer gets as much of the benefits as 
possible. In areas where the technologies are more mature, in some 
cases the one-size-fits-all solution of competition is probably a bad 
place to be, and trying to force competition and mature tech- 
nologies may not be the right area. 

Dr. Snyder. This seems like an area where we benefit from hav- 
ing an increased number of suppliers. And certainly if we are going 
to cut back, it ought to be cut back on who has the best technology 
at the time. 

Mr. Chao. And it is always that tradeoff between the cost of hav- 
ing the suppliers initially versus the savings that you get from 
competition. 

General Kadish. May I make a comment about 

Dr. Snyder. I want to get my second question, if I can, and 
maybe you can comment on both of them. 

My second question is: We have had this horrendous situation in 
the last few months with our former colleague Mr. Cunningham 
who pled guilty to felonious conduct that he and everyone in this 
institution, every American, thinks should never have occurred. 

My question is: He was able to, by his own words, accept bribes 
to get contracts through the Congress that the Pentagon funded 
that they didn’t want. They didn’t want this stuff. And the only 
way it was done is because somebody out there was able to hire 
a zealous advocate on the behalf of those contracts. 
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Now, where did our system break down? Where in the Big A is 
there to be something? Where is the oversight that says, “We don’t 
want this stuff. We are firing off a red flag. We don’t want this 
stuff, regardless of what led to it to be inserted in the first place”? 

I didn’t see much of a role in any of your discussion about con- 
gressional oversight, but where do the red flares go off that says, 
“Just because this comes from Congress doesn’t mean it is the right 
thing to do”? 

General Kadish. It is a tough question to answer, but I will just 
make a mechanical response to you — is that, when you have a pro- 
gram and the appropriations and authorizations that come down 
and there are specific directions to spend money in certain areas, 
there is very little opportunity to change that. 

And the only tools that I am aware of is reprogramming, or those 
types of efforts that tend to be not very productive, because you 
probably don’t get the answer you are looking for. 

So it is issued as part of the bureaucracy, and the bureaucracy 
is designed to make sure you comply with the law. So once it is 
there, it is very hard to say, “No, we are not going to spend the 
money as directed.” And it really is a tough problem for program 
managers to deal with earmarks and those types of directive activi- 
ties. 

Mr. Hermann. Can I just say that in the large sense that this 
question represents, you must get the incentives correct? 

Now, the way in which money is spent on defense is Congress 
appropriates it and the executive branch executes it. So there are 
a lot of folks in there who have incentives for wanting something 
to occur. Some of it has to do with constituency, some of it has to 
do with conviction, some of it has to do with institutional represen- 
tation, but you got to actually — everybody is operating in some sort 
of incentive and reward-risk domain. 

And there is no question, if you are going to do acquisition re- 
form from the department’s point of view, you have to account for 
the fact that there is an incentive to fund resources across the 
whole nation in what is loosely called an earmark, or pork, situa- 
tion, but that is overcomable. 

But what is missing in many cases is the mission of the Depart- 
ment of Defense and the mission of the security of the United 
States. And that mission is not present at the table in many places 
where bad deals are done. And because the mission is not there, 
it permits a lot of things to occur, some noble and some ignoble, 
that are not correct. 

Thank you. 

Mr. Hefley. Ms. Davis. 

Ms. Davis of California. Thank you, Mr. Chairman. 

And I am going to actually ask the rest of the panelists to try 
and follow up on that question, because I think it is an important 
one. Obviously, it is one of concern to all of us. 

And I wonder if you would incorporate within that, is there 
some — I think to answer it — but then if you have former DOD offi- 
cials or former military officers who are acting on behalf of contrac- 
tors, should there be better reporting requirements for them? Is 
that an area that also is a concern? 
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And if you can address the first part and then the second, that 
would be great. 

But I also just wanted to say, Mr. Chairman, I mean, this has 
been very dry and difficult, and I think that a lot of members 
aren’t necessarily able to be here. But I think it has been, actually, 
very interesting and somewhat, I think, shocking and disconcerting 
at the same time. 

And so I appreciate the fact that you have been here to discuss 
that. And if we have time after the follow up, I am just curious 
about some other interplay between your responses. 

Thank you. 

Mr. Chao. To follow up. Congresswoman, to your question, I 
think one of the issues in allowing the three systems — the require- 
ments process, the acquisition process and the budget process — to 
drift apart somewhat in the last 10 or 20 years allows what you 
have discussed to come about, because in the absence of a strategic 
vision being driven by the requirements process and by the other 
processes to tie it together with the acquisition process. 

We, in the end, brute-force all these strategic decisions at the 
last minute through the budget process, which then gives dis- 
proportionate power, I think, to what has been going on. 

So the more work that is done in advance at the front end of the 
system, I think the more we end up solving. If you look at almost 
all the acquisition reform that we have been trying to do and what 
part of the system we end up fixing, we keep putting more and 
more oversight on the back end of the system to trap things and 
to brute-force them back into shape, when if we spent as much en- 
ergy at the front end in terms of how the requirements are set, the 
broader strategic issues that are being raised, frankly, the efforts 
that you are making in doing a parallel Quadrennial Defense Re- 
view (QDR)-type effort and the types of broader strategic issues are 
exactly where the focus ought to be on. 

And therefore, when someone comes in with an earmark or some- 
thing that looks incongruent with that overall strategy, it then be- 
comes easier to put that within context and sit there and say, “Boy, 
we really don’t want this. And, oh, by the way, here is a strategy 
that we developed and a business plan that it doesn’t fit with, 
which makes it easier to say yes or no to those kinds of things.” 

Shedding sunlight onto the system in terms of reporting is al- 
ways a good thing, right, that disclosure always helps and is al- 
ways useful and, frankly, cannot hurt. 

Ms. Davis of California. Is there a limit in terms of the 
amount of the contracts that you think is appropriate? There was 
a bill at one time to do that, at $10 million, I believe. 

Mr. Chao. I would have to sort of think about it. I would have 
to get back to you on where you would set that 

Mr. Hermann. I would argue no. I would argue a firm no, be- 
cause whoever is going to pass that law or regulation is not smart 
enough to know what the right answer is and is very likely to cre- 
ate more problems than was intended to help. 

I just don’t think that setting an arbitrary specific number is 
likely to be helpful, and it will not actually fix the much larger 
problems that we have been talking about. 

Ms. Davis of California. Thank you. 
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Mr. Little, did you want to comment on 

Mr. Little. Well, just a couple of things. You asked about, do we 
need stronger, I will call them, integrity rules for former govern- 
ment military officer. 

The rules that we have right now are very strong, and they are 
enforced rigidly, not just on the government side, but also on the 
company side. So I would say, as a result of scandals with Boeing 
and whatnot, that that is an area where I think we are as good 
as it gets. 

With regard to the earmark, I think it would be helpful if we in 
the executive side could understand the intent of the earmark. In 
other words, is it to get a constituent into the process? That would 
be helpful as a kind of a check and balance, and helpful here in 
the Congress looking at those earmarks and trying to understand 
are those legitimate, reasonable things to be doing or what is up 
with this. 

Ms. Davis of California. Okay, thank you. 

Thank you, Mr. Chairman. 

And I hope that perhaps some of those multi-faceted managers 
that you are speaking of that are well-trained could also be helpful 
in that as well. 

Thank you. 

Mr. Hefley. Mr. Larsen. 

Mr. Larsen. Thank you, Mr. Chairman. 

Gentlemen, thanks for coming. You were supposed to come here 
and help us out. 

And, General Kadish, just as an example, your testimony says 
that we should enhance the stature of the Under Secretary of De- 
fense for AT&L. Mr. Little has told us that we need to decrease the 
stature of the Under Secretary of AT&L. And Mr. Chao has told 
us keep him where he is, keep the position where it is, just add 
more to it. 

It is a complex enough issue for us to deal with, defense acquisi- 
tion reform, which we need to deal with. And you are all smart 
folks. And so I am curious, to help me understand where you are 
all coming from, how you came to very different conclusions on just 
one aspect of acquisition reform. 

General Kadish. Well, Congressman, maybe I heard it different 
or wasn’t paying attention, but I think when you lay those to- 
gether, they are more similar than they are different in the proc- 
ess. 

And we struggle with that in all these types of studies, because 
in this particular panel, we had six or eight people that sat around 
the table and we argued about things from a point of view. This 
is not a scientific effort, and so you will get disconsonant types of 
recommendations. 

However, I think what is important is that there is general con- 
sensus — at least what I heard at this table — that AT&L and the 
structure is useful and important. How to make it more useful you 
might be able to argue about in the process. 

We recommended that the AT&L get the budget authority for a 
stabilized account, be a part of the Joint Requirements Oversight 
Council (JROC) approach. I think you heard some of the same 
things from the other panel members today. 
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But you are always going to have dissenters in the process. And 
I would just ask you to try to sort through that and look for what 
is more common than any specific recommendation. 

Mr. Chao. I think if you, sort of, take a look at the recommenda- 
tion — again, it is interesting because I was on the Defense Science 
Board summer study and it was interesting to see the arguments 
evolve over the year. 

I think you will find a lot of resonance between what Mr. Little 
said and our recommendations, to the extent that we, in the “Be- 
yond Goldwater-Nichols” studies, thought that AT&L should be fo- 
cused at that front end of the strategic dialogue far more so than 
trying to interfere in his day-to-day actions and trying to brute- 
force the solution by hammering him on the head on a daily basis; 
let’s get the requirements and the initial issue upfront. 

And so from that perspective, we have said, “Focus on the front 
end. Focus at that. Return back to the older role in some ways of 
focusing on what to buy rather than how to buy.” And so in some 
ways, we didn’t see it as adding things on, but in some ways taking 
things away, getting them out of the day-to-day management focus. 

Your question, in some ways, highlights a broader issue, which 
is, it is kind of smelling like the early 1980’s these days, in terms 
of there s a crescendo of activity about acquisition reform. There 
are articles, there are scandals, there are lots of reports being writ- 
ten. 

What hasn’t yet happened that occurred with Goldwater-Nichols 
was it all coming together where somebody actually did create a 
congressional commission or something that would sit there and 
say, “Fine, we have had a lot of fine work. Let’s figure out which 
ones of these recommendations we, as an institution, as a body, 
should take forward and move ahead with so that way we can get 
into this next generation of reforms.” 

Mr. Larsen. Mr. Little. 

Mr. Little. If I may make just one comment, I said that I 
thought the Goldwater-Nichols was fundamentally sound. One of 
the reasons that I say that is the basic principle that the Packard 
commission espoused — and it is carried through the Goldwater- 
Nichols — is for the program manager to have short, clear lines of 
authority. 

And one of the problems that we have today is that is all kind 
of muddied up by staff and different people want to put their fin- 
gers in the process. 

And that short, clear, unambiguous line of authority in my esti- 
mation is absolutely critical if we want to make headway on im- 
proving acquisitions, where I have got a boss I can count on to sup- 
port me or tell me I have been smoking dope, and he has got a 
boss, and you have got an accountability chain. 

What is frustrating, it seems to me, is when something goes 
wrong. If I were sitting in your seats and I look around to see, 
okay, who is going to explain this to me? Who is accountable? Who 
is responsible? There is nobody there. There is nobody there. And 
I think we have to fix that. 

Mr. Chao. We would actually quibble a little bit. I think a lot 
of the people at this table would sit there and really endorse the 
Packard commission, because it stands the test of time. We would 
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actually argue that it was never really fully implemented, and that 
is part of the problem. If it was, then we would be right with them. 

Mr. Hermann. I would just say that in my testimony, if you look, 
there is a chart on accountability and who ought to be doing what. 

I think that the current AT&L’s position is not badly formed. 
And I don’t have a problem with General Radish’s argument to 
have a stabilizing fund and so forth, but I don’t think it is the cen- 
ter of the problem. 

When Goldwater-Nichols cleaned up the line of command and 
put it straight up throug:h the acquisition chain, it took for granted 
that the acquisition chain would know what to buy. They do not. 

I served in 1964 with McNamara and when Harold Brown was 
Director, Defense Research & Engineering (DDR&E). I served with 
Harold Brown when he was Secretary and Perry was and so forth. 
And in all of those times, the issue was: What is the right thing 
to put your money on? Foster in the early 1970’s. And the way in 
which, as an example. Brown and Perry did it is they actually 
forced through their own operational judgment; and, mercifully, it 
was good. 

What we need to strengthen is the side of the department that 
is accountable for the mission and force there to be a coherence 
around some planning structure — we call it a business plan — so 
that the incentives to get the mission right are in the hands of 
whatever structure you put together. 

But I do not think wickering with the structure is going to fix 
it without actually changing the incentives process. 

Mr. Little. May I offer one brief comment? And that is 

Mr. Hefley. Go ahead. 

Mr. Little [continuing]. There is a lot of focus on changing the 
lines on the wiring diagrams as a way of fixing things. For exam- 
ple, putting the Chiefs of Staff and the Chief of Naval Operations 
(CNO) somewhere in the acquisition chain. 

Let me tell you from personal experience: They may not have a 
line, you know, an organizational chart, but the Air Force chief of 
staff is personally involved in F-22. I think the CNO is fully in- 
volved in DD(X); Army with the Future Combat System. 

So I am not discomforted that somebody doesn’t have a line run- 
ning to them and saying that somehow puts them out of the proc- 
ess, because they are not out of the process. 

Mr. Hefley. Mr. Snyder, do you have a follow-up question? 

Dr. Snyder. I wondered if we were going to go around again, Mr. 
Hefley. 

Mr. Hefley. Go ahead if you want to ask a question. We are 
going to have a vote here in a few moments, so we are going to 
have to kind of hurry. But go ahead. 

Dr. Snyder. Okay. Maybe you want to put the clock on that? 

Mr. Hefley is leaving us at the end of this Congress, so it really 
does me no good to suck up to him anymore. [Laughter.] 

But I will do it anyway. You know, he has been overseeing the 
military construction on the authorization side for a number of 
years now and has really insisted that, you know, members want 
to add on or move up projects in bases in their district or around 
the country, but he has insisted that the projects be in the mili- 
tary’s Future Years Defense Plan (FYDP). 
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Now, there has been some exception to that, but you have got to 
make a real strong case why that is an exception to having it on 
the FYDP. That was a control. That is part of that business plan 
that I think one of you were talking about. 

Going back to the problems with Mr. Cunningham in the Con- 
gress, I have written three letters to this committee — January, 
February and March — asking for what I thought was going to be 
done anyway, which was: What happened? How was this commit- 
tee, or was this committee, part of a process that became the sub- 
ject of felonious conduct? 

One of you talked about putting energy at the front end. In my 
view, Mr. Hefley’s approach is putting energy at the front end. You 
do all your looking at this stuff as part of the FYDP, not then com- 
ing back later to see what went wrong. Because it is very hard to 
figure out what went wrong with something like a project that 
never should have been funded, that the Pentagon didn’t want. 

The specific question I want to ask is, today or yesterday, the per 
capita income numbers came out — I think for the country — but for 
Arkansas. Arkansas is now 48th. We are only above the two states 
that were ravished by the hurricanes, Louisiana and Mississippi. 

Our per capita income is a little over $26,000. Connecticut, for 
example, at the top, is like $47,000. 

And so when my constituents and Arkansans see what seem to 
be incredibly lucrative deals going on in a wartime environment, 
they feel ripped off as taxpayers. 

Now, again, I appreciate everything you all are doing, because 
you understand; I don’t understand your business. But one of you 
talked about the difference between peacetime and wartime. 

There is clearly fraud, and if not fraud mismanagement, in what 
is going on with these huge contracts as part of the Iraq war effort. 
Where does that fit into this Big A acquisition system that you are 
talking about? 

Where are our safeguards for protecting the taxpayers with the 
$25,000 and $30,000 income in Arkansas when people overseas are 
just seemingly, through abuse of the taxpayers, making big sums 
of money? 

Where do you see that aspect of things fitting into the system, 
in terms of oversight and being sure that taxpayers are getting the 
best bang for their buck? 

General Kadish. Let me make a distinction between those types 
of procurements and the types that we have been talking about 
here to some degree. 

Because the operations in wartime have two aspects for it. One 
is that the system that we are discussing today, the Little A acqui- 
sition system, is fundamentally a peacetime, long-term develop- 
ment of major weapons system type of activities. And a lot of dol- 
lars are spent on that action. And the processes we use and our 
discussions tend to be focused on that. 

The only time we end up practicing and having processes devel- 
oped in a wartime environment is when there is a war going on. 
And two things happen in that environment. One is that our proc- 
esses are not necessarily adapted to the wartime situation very 
quickly. We don’t train people to do that. And when we actually get 
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into the wartime scenario, time is of the essence, so people tend to 
make mistakes in the process. 

Dr. Snyder. General Kadish, but you say we should not have to 
wait until a wartime situation to say we may have a worse situa- 
tion that requires additional fuel or we may have a wartime situa- 
tion that requires civilian transport planes that we have to contract 
with. 

I will give you an example, again, from Arkansas. We have got 
those, I think, maybe now 10,500 manufactured homes that have 
been talked about as part of the FEMA thing. 

I talked with James Lee Witt about it. He would never have used 
manufactured homes. He would have used small, portable trailers 
that you can pull up in your driveway and hook up that everybody 
calls little fishing trailers. And you have bigger sizes for families 
of four and smaller for a single person. 

But they had those contracts ready to go even before there was 
any hurricane coming. So you don’t have to get to the war or the 
hurricane before you have the contracts. 

Now, we were in a situation with this management of the Fed- 
eral Emergency Management Agency (FEMA) where nothing was 
done, and we ended up with 10,000 trailers sitting in Hope, Arkan- 
sas, that nobody knows what is going to happen with them. 

So you can’t be saying that we don’t prepare for a ramp-up at 
a time of war. I mean, we have to look ahead, do we not? 

General Kadish. No, I misspoke if I led you to that conclusion. 
There are preparations going on in wartime all the time. But there 
is an old saying that says that a plan doesn’t survive the first shot 
in a war. 

Dr. Snyder. I understand that. 

General Kadish. And as things develop, we don’t necessarily 
have trained contracting officers to deal with the real-time situa- 
tions as much as we should have in the process. 

Dr. Snyder. Well, my time is up, and we have votes. 

And the president is now calling this — the administration is now 
calling this the long war, which may be an appropriate time. But 
we cannot somehow say we are going to be in a wartime mentality 
for 2 or 3 decades or however long this long war is going to be, 
which means we are going to have inappropriate oversight of many 
of our taxpayer dollars, because the taxpayers aren’t going to stand 
for it. The Congress isn’t going to stand for it. 

General Kadish. I couldn’t agree with you more. 

Let me just make one more distinction. The dollars that we tend 
to oversight and argue about how to fix are research and develop- 
ment, procurement dollars. The dollars you tend to be talking 
about in an Iraq wartime situation are operations and mainte- 
nance, as well as a little bit of these types of dollars. We have got 
to start looking at the O&M services type of activities, like we do 
major weapons systems. 

Dr. Snyder. Thank you, gentlemen. 

Thank you, Mr. Chairman. 

Mr. Hefley. Well, gentlemen, I want to thank you for being with 
us this morning. We could spend a lot more time on this and need 
to spend a lot more time on this. And I think you have been very 
helpful. 
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Several of you mentioned, when you started your statement, that 
this is a very complex area. And it is a very complex area. But we 
need to come to grips with it on both aspects: the one that Mr. Sny- 
der brought up at the last, as well as what we have talked about 
most of the day. 

So thank you, and we may be calling on you again. 

With that, the committee stands adjourned. 

[Whereupon, at 11:38 a.m., the committee was adjourned.] 
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OPENING REMARKS OF CHAIRMAN HUNTER 
Acquisition Reform Hearing 
March 29, 2006 

Today the committee meets to continue its oversight of the 
defense acquisition system. Over the past several years, this 
committee has made major strides in the area of acquisition 
reform. Some of our most recent initiatives include rapid 
acquisition authority to field goods and services needed to prevent 
combat fatalities; a statutory requirement for the Department of 
Defense to comply with its own policies, regulations and 
directives; and the revision of the “Nunn-McCurdy” amendment, 
one of the most powerful tools in the oversight arsenal. These 
reforms, however, aren’t enough. Year after year, we face the 
same problems. Rampant cost growth, an unconstrained 
requirements process w'hich delays fielding of new systems, and 
assurances from the Department of Defense that these problems 
will be corrected. 
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To the credit of the department, they’ve commissioned 
numerous studies to identify the most pressing issues and to 
identify areas requiring reform. Today, our witnesses will review 
the results of these studies and share their findings with us. Next 
Wednesday, the committee will reconvene with senior leaders 
from the department’s acquisition, requirements and financial 
management communities, to discuss their plans for 
implementation of the numerous reform recommendations. 

But first, we have a unique opportunity to hear from the 
leading experts in the field of acquisition reform. Their 
perspectives on these ongoing challenges will be invaluable to the 
committee as we continue our efforts to overcome these 
acquisition challenges. 

Our first three witnesses served as key members of major 
acquisition reform studies and will provide a brief synopsis of their 
findings. 
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First, we’ll hear from Lieutenant General Ronald T. 
Kadish, United States Air Force (retired), for an overview of the 
recently completed Defense Acquisition Performance Assessment 
Panel, commissioned in June 2005 by Deputy Secretary of Defense 
Gordon England. 

General Kadish will be followed by former Assistant 
Secretary of the Air Force, Dr. Robert Hermann, who recently 
served as Task Force Co-Chair for a Defense Science Board 
Summer Study on Transformation. 

Our third witness, Pierre Chao, recently served as a 
principal author of the Center for Strategic and International 
Studies, “Beyond Goldwater-Nichols” report and is Senior Fellow 
and Director of Defense Industrial Initiatives, International 
Security Program. 

Finally, we are fortunate to have a representative of the 
“current” acquisition system, and one of the most experienced 
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program managers in the entire Department of Defense. Terry 
Little, currently Acquisition Advisor to the Missile Defense 
Agency, offers a unique perspective as the “voice” of the current 
defense acquisition system. I should note that Mr. Little is here 
today, not to discuss his current position, but rather to speak about 
some of his previous successes in the acquisition system as 
program manager of the Joint Direct Attack Munition (JDAM) and 
Small-Diameter Bomb (SDB). His testimony will offer a 
perspective as to how aggressive program management, testing, 
and risk-control, are able to keep a prograrh on cost and on 
schedule, all within the current acquisition system. 

Gentlemen, we are pleased you are here today and we look 
forward to your testimony. 

Let me now recognize the committee’s ranking Democrat, 
Mr. Skelton, for any remarks he may wish to make. 

[Following Mr. Skelton’s remarks] 
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The entirety of our witnesses’ prepared statements will be 
entered into the record. 


Lieutenant General Kadish, the floor is yours. 
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The Honorable Ike Skelton 
House Armed Services Committee 
Hearing on Acquisition Reform 
March 29, 2006 

Thank you, Mr. Chairman for yielding to me. I 
commend you for holding today’s hearing on acquisition 
reform, and for planning a further hearing next week on 
this topic. Acquisition has been an area of focus for both of 
us over the years, and now is the time for this committee to 
provide aggressive oversight because our acquisition 
system has gotten seriously off track. Last fall when we 
examined this issue I laid out the problems as I saw them. 
They are unchanged. Our existing weapon systems are 
aging rapidly and the cost of buying new weapons is 
growing astronomically. In the past four years the cost of 
the top five acquisition programs grew 46%. The budget 
for procurement grew hardly at all. As a result we buy less, 
and what we have keeps getting older. 

I believe a handful of mistakes are driving this 
negative cycle. First, we are too aggressive in setting our 
requirements because we have become fixated on 
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technology over the soldiers, sailors, airmen, and marines 
who use it. Second, we no longer have the right mix of 
people in our acquisition system, and we have to invest in 
these professionals to get better results. Third, we have to 
repair a process that routinely ignores the time honored 
policies and practices that have led to success in 
acquisition. Mr. Chairman, we took many good steps to fix 
the process in our bill last year, and I know we will 
continue to focus on this as we put together our FY07 
defense authorization bill. 

Today’s witnesses are uniquely qualified to help us 
find solutions to these problems. They have studied them 
in depth, and the sheer number of major studies that have 
been performed in recent years tells us just how serious a 
problem we have. I note in particular that we have with us 
today Pierre Chao from the Center for Strategic and 
International Studies. Dr. Chao, I want you to know that I 
hold no grudge for the fact that you stole from me my own 
acquisition expert, JJ Gertler, to help with your study. 
Beyond Goldwater-Nichols. I will review your study with 
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complete objectivity, while I scan it for evidence of JJ’s 
work, which usually stands out for its humor. 

I look forward to the testimony of all the witnesses. 
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The Defense Acquisition Performance Review Project 
Lieutenant General Ronald T. Kadish, USAF (Ret) 

Chairman Hunter, Representative Skeleton and distinguished members of 
the Committee: 

Thank you for the opportunity to appear before you today as the 
Chairman of the Defense Acquisition Performance Assessment (DAP A), in 
accordance with the Federal Advisory Committee Act (FAC A) of 1972 
(Public Law 92-463), to outline the assessments and findings of the DAP A 
Panel and to provide an independent perspective on the issues. The Panel’s 
review process was held as open and transparent as possible to engage the 
public while gathering as much input as practical from all practitioners and 
stakeholders in DOD’s acquisition process. This initiative was established 
by then Acting Deputy Secretary of Defense Gordon England in a June 7, 
2005 Memo. He directed “an integrated acquisition assessment to consider 
eveiy' aspect of acquisition, including requirements, organizational, legal 
foundations, decision methodology, oversight, checks and balances - every 
aspect.” The Deputy Secretary requested that the results be “a 
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recommended acquisition structure and process with clear alignment of 
responsibility, authority and accountability.” Our findings were reported to 
the Deputy Secretary in November 2005 and a final report was released in 
January 2006. 

Our conclusions cover a broad scope of recommendations. We 
determined that problems are deeply imbedded in many DoD management 
systems - not just acquisition. Also, a new approach to improvements is 
needed to adapt to new security challenges. 

We reviewed over 1,500 documents to establish a baseline of previous 
recommendations; we held open meetings and maintained a website to 
solicit comments from the public. We heard from over 107 experts and 
received over 170 hours of briefings. Over 130 government and industry 
acquisition professionals, as well as organized labor union executives, were 
interviewed. From all of this, we developed over a thousand observations. 
This then binned down to fort>'-two areas of interest and we concentrated on 
the six major elements of the Acquisition System. They are Organization, 
Workforce, Budget, Requirements, Acquisition and Industry. 

Historically, numerous studies and reform initiatives have occurred 
over the years but, it still remains plagued by numerous and highly 
publicized shortfalls in efficiency. For example, twenty years ago, the 
President’s Blue Ribbon Commission on Defense (most commonly known 
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as the Packard Commission) ushered in an era of acquisition reform with its 
finding that DOD’s “weapon systems take too long and cost too much to 
produce,” Two decades later, many believe major weapon systems 
Programs “still cost too much and take too long to field.” This committee 
and others have asked a key question — why? 

The existing system, however flawed, has produced the most capable, 
best equipped, and most effective military in the history of the world. We 
have met the effectiveness test in the past, now we must adapt to a different 
security environment. Fundamental structural changes in the Acquisition 
System are needed to adapt to our current security environment. An 
effective system requires stability and continuity that can only be achieved 
through integration of all of the major process and elements upon which it 
depends. Incremental change to the acquisition process alone usually 
assumes that the other key processes are cohesive and stable. In reality they 
are disconnected and unstable. 

I am convinced the sheer complexity of the system is a major 
impediment and contributes to much confusion about the acquisition 
processes. Let me explain. There are three fundamental processes the DOD 
operates. I will refer to these as the big “A” Acquisition System. It includes 
the requirements process, the planning programming and budget process and 
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the acquisition process. I will refer to the acquisition process alone as “little 
a” because it is embedded in the big “A” System. 

Simply focusing on improvements to the “little a” acquisition portion, 
instead of the larger Acquisition System, can not and will not substantially 
improve Defense Acquisition Performance. 

The larger Acquisition System was designed and optimized to respond 
to a security environment dominated by a single strategic threat, the former 
Soviet Union. The security environment is very different today — therefore, 
the processes need to meet the demands of this environment. VVe must have 
the flexibility and agility to respond to more dynamic security environments 
and rapidly changing needs. 

Adapting the Acquisition System to the realities of a new security 
environment cannot be considered independently of the organizations 
charged with its conduct and the system used to recruit, train, develop and 
retain its workforce. The “little a” acquisition workforce has been 
downsized and reorganized over the past 10 years resulting in significant 
loss of experience. To make up for this loss it appears we’ve imposed even 
more regulatory approaches to oversight and introduced strategies that insert 
industry to replace government with many unintended consequences. Key 
functions of the “big A” Acquisition System, such as requirements 
development, system engineering, operational testing and transitioning of 
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science and technology, are being pursued as separate almost independent 
entities adding to the cost and complexity process. 

Finally, the industrial environment has changed in fundamental ways. 
Globalization and industry consolidation over the last 1 5 years, as well as 
our “outsourcing” policies affect the processes and strategies and techniques 
that we use and are required to be used. This raises many key questions. 
Does competition produce desired outcomes? Can we accommodate 
globalization? Why don’t non-traditional suppliers compete for defense 
business? 

Our process for this project was much disciplined and we sought to 
validate all of the assessments, improvements, and major findings and 
finally, identify time-specific implementation plans. I will highlight the 
some of recommendations to improve stability in the Acquisition system that 
the Panel has provided to the Deputy Secretary; 

Organization 

• Realign authority, accountability and responsibility at the appropriate 
levels. 

• Enhance the stature of the Under Secretary of Defense for 
Acquisition, Technology and Logistics and have the USD/AT&L 
become a voting member of the Joint Requirements Oversight 
Committee. 
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• Establish a Four-Star Acquisition Systems Commands to include 
oversight of the entire spectmm of the acquisition community — 
workforce, contracts, requirements, science and technology, budget 
and program integration. 

Workforce 

• Rebuild value and stabilize the leadership in the acquisition workforce 
and establish a consistent definition of this function. 

• Seek legislation to establish Senior Acquisition Executives as five- 
year fixed terms renewable for a second five-year term. 

• Enhance the training education, certification and qualifications for the 
entire acquisition workforce. 

Budget 

• Enhance Planning, Programming, and Budgeting and execution 
system by programming to high confidence estimates to avoid the 
“conspiracy of hope.” 

• Establish a distinct Stable Funding Program Account based on Capital 
Budgeting at milestone A. 

Requirements 

• Replace the Joint Capabilities Integration and Development System 
with a Joint Capabilities Acquisition and Divestment Plan. 
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• Require Combatant Commanders to prepared extended plarming 
annexes and forecast gaps and excesses. 

• Require Time Certain Development as a Key Performance Parameter. 

• Require DDR&E to coordinate science and technology plans and 
technology push initiatives. 

• Seek legislation to create an “Operationally Acceptable.” evaluation 
testing category. 

Acquisition 

• Adopt a risk-based source selection process. 

• Shift to time-certain development. 

• Make schedule a Key Performance Parameter. 

• Reposition Milestone B to occur after preliminary design review. 

Industry 

• Share long range plans with industry. 

• Restructure competitions to motivate industry to invest in technology 
and performance. 

• Evaluate the impact of industrial consolidation and its unintended 
effects. 

• Address the issue of globalization of the defense industry. 
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In conclusion, the DAPA Panel has proposed sweeping changes to 
dramatically improve the Departments ability to stabilize and integrate key 
elements of the Acquisition System. Simply focusing on improvements to 
the “little a” acquisition portion of this system, instead of the larger 
Acquisition process, can not and will not substantially improve Defense 
Acquisition Performance. 

As I have listened in panel meetings and studied this problem over the 
past few months - and lived in this environment for over 25 years — I am 
convinced we can do better. 

Our collective challenge will then be to overcome the myriad of 
interests, conflicting policies and incentives and inherent conflicts so that we 
can exploit technology to support our war fighters as efficiently as 
practicable. Otherwise we will have another effort in a few years addressing 
the same issues we have today. 

We must ensure that in our efforts to improve the system, we do not 
degrade our existing ability to provide our war fighters with the systems and 
technologies they need to dominate the battlefield. 

Thank you for the opportunity to appear before you today. 
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Mr. Chairman, distinguished members of the House Armed Services Committee, 
my name is Pierre Chao and I am currently a Senior Fellow and Director of Defense- 
Industrial Initiatives at the Center for Strategic and International Studies. 1 should note 
that CSIS as a non-profit, non-partisan, 501(c)3 think tank does not take any positions as 
an institution, that I am here representing myself and that the comments that I am about 
to make solely reflect my own views and opinions. Furthermore, in the interest of full 
disclosure I would note that I have not personally received any federal grants or contracts 
in the last three years to date, although as an unpaid consultant to the Defense Science 
Board in 2005 and 2006 certain travel expenses were covered. I would also note that I 
am also currently a Senior Advisor with the investment bank, Credit Suisse. Finally, I 
would remark that the CSIS Beyond Goldwater-Nichols study, one of the key topics of 
discussion today, was funded through a combination of foundations and the Congress, via 
the FY04 and FY05 Defense Appropriation Acts. 


Mr. Chairman, first let me commend you for holding this hearing on this complex 
and strategically important topic. It has become very clear that after 15 years of post- 
Cold War adjustment, reform and transformation and, more recently, the pressures of 
war, it has been the military portion of the Pentagon that has made greatest strides in 
adapting to the new environment of the 2H' century - it fights more jointly, has altered 
doctrine and training, and changed its organizational structures. The business processes 
of the Pentagon, however, have been much harder to transform and, today, represent the 
strategic weak link in the chain. This is particularly evident in the arena of acquisition 
reform - and I use the big “A” definition of acquisition that encompasses the 
requirements, little “a” acquisition, and budget processes of the Pentagon. There has 
certainly been no lack of trying and in the last year four major analytical exercises - the 
Beyond Goldwater-Nichols study’s Phase Two, the Defense Science Board 2005 Summer 
Study’s Assessment of Transformation, the Gordon England commissioned Defense 
Acquisition Performance Assessment Panel, and the Quadrennial Defense Review, all 
looked at the issue of acquisition reform. I was privileged enough to have worked on all 
four efforts and although my comments will foeus primarily on the Beyond Goldwater- 
Nichols study, I would like to share my thoughts on some cross-cutting themes that 
emerge. 

If I may begin with the CSIS Beyond Goldwater-Nichols study, which was conducted 
under the strategic guidance of Dr. John Hamre, CSIS CEO, and directly managed by Dr. 
Clark Murdock, CSIS Senior Fellow. He graciously invited me to be co-chair of the 
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working group that focused on acquisition issues and we spent the better part of tweive 
months immersed in the topic. 


The Context of the 1986 Goldwater Nichols Acquisition Reforms 

One of the key goals of our look at the acquisition system in the Beyond 
Goldwater-Nichols project vvas to identify any negative unintended consequences of the 
1986 reforms and to see where the fundamental landscape had changed. 

When Goldwater-Nichols was passed there was certainly a lot of controversy in 
the acquisition world, as there is today. The Department of Defense at the time was 
being sharply criticized for sloppy acquisition procedures, lurid “examples” of $600 toilet 
seats and $427 hammers filled the press. There was huge pressure to ensure that similar 
mistakes not be repeated. And so when a solution was created in 1986, the necessity to 
avoid mistakes was elevated above all other considerations and the supreme objective of 
the reform process was to fix the mechanical process of buying things. Some have said it 
was not acquisition reform, it was really procurement reform. 

As you know. Congress reflected this by creating a new position, the Under Secretary for 
Acquisition. The Congress demanded emphasis on the mechanics of buying things. One 
of the unintended consequences of this legislation, however, was the devaluing of the 
previous position of the Director of Defense Research and Engineering, the DDR&E. 
Since the end of the Cold War, the DDR&E (or its predecessor roles) had been the third 
most important position in the civilian hierarchy of the Pentagon — behind the Secretary 
and Deputy Secretary and featured such prominent scientist-policy makers as Vannevar 
Bush, William Webster, Harold Brown, John Foster, and Bill Perry. The position sent 
the signal that technology was of strategic irnportance to the Pentagon and it ensured 
there was a strong institutional champion. 

One of the unintended consequences of the Goldwater-Nichols reforms is that it 
changed the role of the Pentagon’s number three person from being focused on “what to 
buy” and instead elevated the “how to buy” issues. Dr. Hamre has been using the phrase, 
“it shifted the focus from ‘marksmanship’ to ‘gunsmithing’.” The old DDR&E position 
was the senior marksman of the acquisition process — what should the Department be 
buying? What technologies should be invested in? After the acquisition reforms of the 
mid-1980s, the emphasis was shifted to the mechanics of acquisition, gunsmithing — how 
are we buying things? Today, the acquisition system in the Department of Defense is a 
bewildering complex of procedures and processes. Clarity of action is now missing. 

Lack of Institutional Accountability 

Another major problem identified with the DoD’s current acquisition system is 
the fractured accountability that was created by the original Goldwater-Nichols reform 
legislation. At the time there was a great imperative to create greater professionalism in 
the acquisition process, a desire to create a more direct chain of demand and a need to 
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simply provide some focus on acquisition. The legislation however created a fault line 
within the Department. The acquisition system was carved out to be a differentiated 
process, insulated from the procedures that establish requirements and develop budget 
priorities. Our study found that this fault line in the Department between the acquisition 
processes on the one hand and the requirements and budgetary processes on the other, is 
the primary contributor to the lack of institutional accountability in our system today. 
Certainly, the acquisition community is accountable for acquisition procedures, but the 
Department as a whole does not have systematic accountability of action that links 
requirements with budgets with acquisition. 

Solutions Suggested by Beyond Goldwater-Nichols 

The CSIS study concluded that the primary problems are institutional, and that 
institutional change was required. It recommended the following. 

Creating a Clear Advocacy for “Supply” and “Demand” 

First, remove the institutional fault line created by Goldwater-Nichols. 

The original 1986 Goldwater-Nichols made a major change in the structure of the 
department — it created two distinct power centers with the Department of Defense. The 
voices of “demand” for better military capabilities were strengthened by elevating the 
power and prestige of the Chairman of the Joint Chiefs and by strengthening the regional 
combatant commanders. The service chiefs were made the chief advocates of “supply” 
of military capability. In essence, Goldwater-Nichols created a healthy balance between 
supply and demand. 

But there are important ambiguities in the current system. One of the major 
“demand” procedures — determining the joint requirements of future combat forces — is 
still controlled by the chief “supply” officers. The service vice chiefs comprise the Joint 
Requirements Oversight Council. The CSIS study team believes that this needs to be 
changed and that the JROC needs to be populated by “demand” oriented institutions. The 
study advocates giving representation on the JROC to the combatant commanders, make 
it a council of “users” rather than “suppliers” by replacing the Service Vices with the 
COCOM deputies. 

The study was also careful to point that in order to balance the views on the 
JROC, the Under Secretary for AT&L, the Undersecretary for Policy and PAc&E should 
also be statutory members of the JROC. 

This theme has certainly been picked up by the other studies, although in less 
ambitious formats in some. I would note that in current Pentagon practice the combatant 
commanders are certainly playing a more active role in the JROC, but it is certainly not 
through formal membership. 
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Return the Service Chiefs to the Acquisition Chain of Command 

Second, the study recommended returning the military service chiefs to the chain 
of command for acquisition. Goldwater-Nichols made the service chiefs the primary 
advocates for the “supply” function of military capability. They are responsible for 
determining the manning levels of their respective services, the priority given to 
recruiting and training. They manage the long-term shaping of the service by 
determining requirements for new weapons and personnel. However they are excluded 
from the acquisition process. This is an institutional fault line that needs to be removed. 

So while some may say that the service chiefs do participate in the acquisition 
process, the study focuses on the fact that is indirectly through budgeting and 
requirements determination. As such, the current system creates a deep fault line. A 
central belly-button that can be pushed for accountability in acquisition must be created. 
Service chiefs need to be held accountable for the whole supply function and need the 
authority to carry it out. 

This is also a theme that was reiterated in the Defense Science Board Summer 
Study and the DATA Panel. 

Clean up the Responsibilities for Acquisition between OSD and the Military 
Departments 

Third, Goldwater-Nichols created two large acquisition bureaucracies in the 
Department — one at the military department level and one at the OSD level. This needs 
to be rationalized. The CSIS study argues that OSD should not be running things, but 
overseeing procedures and decisions. A strategic focus on the part of the Under 
Secretary for Acquisition, Technology and Logistics, on the “marksmanship” aspects of 
the job requires a fundamentally smaller staff. It is the “gunsmithing” aspect of the job 
that requires big headquarter staffs and vice versa, big staffs that look for “gunsmithing” 
tasks. 

Restoring the strategic focus to defense acquisition as the OSD level, and leaving the 
execution of programs to the Services becomes a critical recommendation. 

I would note that there is one area where the CSIS study makes an exception in terms of 
pushing acquisition execution down to the Services- which is the area of joint command, 
control and communications (C3). The track record of the Service’s ability to deliver 
joint, integrated C3 remains disappointing. Here the study team recommended created a 
Joint Task Force with budgetary and acquisition authority for joint C3, and taking it away 
from the Services. 
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Strengthen Rapid Acquisition Systems 

Fourth, one lesson that has been learned and relearned by the nation since the 
Revolutionary War is that the acquisition system is designed and optimized for peace 
time. Each time this system hits war time, the wheels fall off the cart. There are the 
inevitable scandals, the new learning under the pressure of war and recovery while the 
nation is at war - this Pentagon is reliving the history of prior Pentagon’s and War 
Departments. Unfortunately, in the past all the lessons are forgotten when peace returns. 
What makes the current situation even harder is that the nation is in a “dual mode”. Half 
the system is focused on being in a war time mode - where time is critical, technologies 
must be off the shelf, testing less relevant and agility, innovation, experimentation and 
risk-taking are critical. Meanwhile, the other half of the system is focused on the longer 
term, potential near-peer competitors twenty years out - where the traditional acquisition 
works fine, the central focus is cost and performance, it can move more slowly, 
deliberately and efficiency is critical. The central dilemma is that scandals and reforms 
related to one mode makes the other worse. 



Current Problem - We are in Two Modes! 


One size simply does not fit all and it argues that we may need very distinct and different 
“tracks” for the acquirors to work on. The Chairman’s and this Committee’s efforts in 
establishing rapid acquisition tools for the Department should be commended. The 
Beyond Goldwater-Nichols study simply argues that the current rapid acquisition 
processes should be expanded, pre-set waivers to particular laws granted and the 
processes be made more permanent so we don’t forget the lessons currently being learned 
in Iraq and Afghanistan. 
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Conclusion 

Mr. Chairman, distinguished members of Committee, once again I applaud you 
for holding this hearing. Acquisition reform will need some Congressional champions if 
it is to progress meaningfully. I can only hope that this is just the beginning of a long and 
fruitful dialogue. In know that I, and my colleagues at CSIS, are prepared to support you 
in any way as you tackle this critical issue. 
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Mr. Chairman and Members of the Committee on Armed Services, thank you for inviting 
me to testify before you on acquisition reform. It is a complex issue and I welcome the opportunity 
to convey some of what I think I have learned about the subject over the past few decades. 

I became formally engaged with this subject in 1993 as the Chairman of a Defense Science 
Board (DSB) Task Force on Acquisition Reform. I subsequently chaired, co-chaired or participated 
on several additional DSB task forces on the same or related subjects. The reports that resulted 
from these study efforts contain the perspectives and recommendations that I bring to this session. 

A list of those I believe to be most useful to our discussion are included in Appendix I, 

In addition to thirteen years of studying the subject on the DSB, the professional experiences 
that I credit with providing me some understanding of the Department of Defense acquisition 
process include: 

-Chief Technical Officer for the United Technologies Corporation. (1987-1998) 

-Assistant Secretary of the Air Force for Research, Development and Logistics (1979-1981) 

-Director, National Reconnaissance Office (1979-1981) 

-Principal Deputy Assistant Secretary of Defense forC^l (1977-1979) 

-Special Assistant to NATO’s Supreme Allied Commander in Europe (1975-1977) 

-Head of a Systems Group and Deputy Director for Research and Engineering for the National 
Security Agency (1968-1975) 

From these studies and experiences, I think 1 have learned something about the sources of problems 
and things that make sense to do about them. 

One of the things I have learned is that this subject is fundamentally very complex on several 
counts. The Department of Defense is a very large and complex undertaking. Further, the issue of 
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national security is imbedded in the political and social structure of the nation with all of the 
diversity of opinions and values that this brings with it. This complexity is multiplied by the fact 
that whenever and wherever acquisition reform is discussed, those discussing it have very diverse 
backgrounds with differing concepts of what acquisition means and different terms to describe the 
issue. As a result, there are many ways to miss-communicate when discussing acquisition reform. 
For today, I would like to put forward some propositions that represent my attempt to communicate 
what I believe are the ideas that are most important. 

1. Acquisition is not just about buying things. From my perspective the role of the 
Department of Defense is to create, deploy and employ armed forces to defend and 
support the political interests of the country. The things it must “acquire” or put in place 
are Joint, allied and coalition military forces. The end product of the enterprise is 
effective fielded forces for today and for the future. 

2. There are many observers and commentators on what is wrong with the DoD and each 
will have their own version. My summary follows; 

-The Department does not have a plan for what it is trying to achieve in outcome terms; 
it makes no attempt to measure how well it is achieving its objectives, and it has no 
system for understanding the true cost ofany of its activities. This fragments the 
decision making, leads to overly optimistic cost and schedule estimates and results in 
destabilized program execution. 

-The DoD Requirements process is very destructive. It separates the question of what is 
needed from the cost of fulfilling that need. The Requirement is usually fixed by a 
committee of people that have neither mission responsibility nor financial accountability. 
This Requirement is passed as unbreakable guidance to a procurement process that has 
no right or competence to make trades between the performance specified by the 
requirement and the cost and schedule implications of implementing the requirement. 
“Requirements” should inform the judgment of accountable executives but should not 
dictate performance outcomes. 

-The Combatant Commanders who have the ultimate mission responsibilities of the 
Department are not required or permitted to effectively participate in the make up of the 
forces needed for the future missions of their Command. Although there are operational 
plans for tomorrow, there are no guiding plans for the evolving future force. 

-The Combatant Commands do not have adequate technical support to manage the very 
technologically rich system that is their force or to contribute to the evolution of that 
force for the future, 

-The Department spends a great deal of its resources under the name of Logistics but 
does not have a quality logistics system. The management of this area is fractionated, 
the costs are huge and the effectiveness of the process is mediocre. 
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-The way that DoD implemented Goldwater-Nichols removed the leadership of the 
Armed Services from their Title 10 organize, train and equip role. This removed an 
important source of military competence from the process and placed undue dependence 
on the destructive Requirements process. This was not required by the law and no 
legislative action is required to fix the problem. 

The following five propositions recommend actions to address these issues. 

3. The Department ofDefense needs a Business Plan. Any enterprise that is trying to 

achieve a mission with measured resources within some schedule needs a Business Plan. 
It is needed to codify mission objectives and apply discipline to the allocation of 
resources to mission. 

This is the key recommendation to highlight and is included in several of the listed DSB 
studies. 

An important element in the management concept surrounding the Business Plan is the 
accountability of DoD officials who are assigned roles and missions within the 
Department. As such, this concept stresses the judgment of mission accountable 
executives and places that judgment in a matrix of resources, output mission and 
schedule. 

The most recent and most complete manifestation of this recommendation is provided in 
the recent DSB Report on “Transformation: A Progress Assessment” issued in January 
of 2006. Copied below are the relevant sections of that report. 

“DoD Business Practices 

DoD needs, but does not have, a multi-year business plan capable of relating resources to mission 
purposes. An effective business plan would give decision makers a clear understanding of the need 
for— and impact of— resource decisions. While the Department has a number of complex 
mechanisms and processes for resource allocation, the need is for a fully interoperable system that 
would succeed as an executable business plan. In addition, confusion remains over roles in 
identifying needs, proposing and choosing solutions, executing programs, and overseeing 
performance. 
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Figure 1 illustrates an effective and efficient allocation of roles within the context of existing 
laws and directives. There are four groups of players within the DoD: the Secretary of Defense and 
his staff; the Chairman, Joint Chiefs of Staff (CJCS) and his staff; the Combatant Commander 
(COCOM) responsible for conducting operations; and the Force Providers, comprised of the 
Services and Defense Agencies. The figure is intended to convey that while all the groups 
participate in most of the activities required to provide and operate effective forces, there should be 
accountable leaders for each role. Much of the following description reiterates current practice. 
However, the items in italics are areas where roles need to be clarified and enforced. The 
discussion following the figure addresses those areas. 

• The COCOMs integrate force capabilities to conduct the DoD 's operational missions. They 
should lead the process of identifying the capability needs that require higher priority, since 
they have the operational responsibility to employ all the Armed Forces as a joint team. These 
commands should also lead the process of assessing the capability needs of the approved 
solution. At present, the lead in these roles defaults to the Force Providers and Joint Staff. 

• The Force Providers are responsible for providing and sustaining ready forces with the needed 
capabilities. They have the expertise and institutional capabilities to propose solutions to 
identified capability needs (including the systems engineering capability to ensure that solutions 
are viable) and to execute approved programs. The acquisition authority chain excludes the 
most knowledgeable Force Provider leadership from the role of acquiring capabilities. 

The Force Providers must also take the lead role in ensuring that materiel solutions support, 
and are supported by, the full range of Doctrine, Organization, Training Materiel, Leadership, 
Personnel, Facilities (DOTMLPF). 

The Secretary and his staff supported by the CJCS and his staff choose the solutions to 
capability needs, allocates resources to execute the decisions and oversee program execution. 

At present, the Force Providers and Joint Staff lead much of this effort. The Secretary also 
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enforces the Business Plan. At present there is no plan that qualifies as a Business Plan. 

• The CJCS, supported by the Joint Staff, advises the Secretary of Defense and the President on a 
range of defense strategy, mission assignment. Force capability, and operational matters. 


Figure 2 illustrates the flow of activity in creating and executing the business plan: 

• The Secretary of Defense, supported by the CJCS, will define, assign, and adjust missions 

• The CJCS leads the Joint Concepts process with heavy Combatant Command (COCOM) 
participation 

• The COCOMs identify needed capabilities supported by the Joint Staff, and with strong 
support from the Force Providers 

• The Force Providers lead the process of proposing solutions 

• The Secretary of Defense, supported by the CJCS and Joint Staff, chooses solutions; the 
Secretary and his staff also integrate the solutions into the business plan — specifying what is 
to be done, in what time period, with what resources, and with what output 

• The Force Providers are then fully accountable for delivering the capability on time and 
within allocated resources, while the Secretary of Defense 's staff monitors the overall 
process 

Various steps in this process create feedback into earlier steps of a continuous cycle of change 
within resource constraints. However, the discipline for the system comes from the Business Plan. 
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Focusing the mechanisms and processes on mission needs dictates that resources are accounted for 
by mission as well as by Force Provider. In this case, the mission purposes are described as the 
missions of the combatant commanders. There are at least two compelling reason for adding 
accounting by mission purpose. The first is that for combatant commanders ’ inputs on priority need 
to be credible, they must pass through the crucible of the hard trade-offs within the mission 
resources of the combatant commander. The second is that if the purpose of allocating the 
Department 's resources is to support missions then they must be accountable by mission purpose. 

Figure 3 illustrates the needed matrix of accounting for resources by mission (identified as the 
output) and by Force Provider (who uses the resources as inputs to create the needed capabilities). 
Note that the resources are not allocated to the combatant commands. They are still allocated to 
those responsible for delivering the needed capabilities — the Force Providers 

There is concern that accounting fro resources by mission will be difficult and imperfect, since the 
concept will be new to the DoD. The Task Force agrees that while the DoD may experience some 
initial difficulty, this process can be accomplished without excessive effort or the need for 
perfection. The approach only needs to maintain the basic principles while transitioning from the 
current approach by Force Provider. 


There is concern that accounting fro resources by mission will be difficult and imperfect, since the 
concept will be new to the DoD. The Task Force agrees that while the DoD may experience some 
initial difficulty, this process can be accomplished without excessive effort or the need for 
perfection. The approach only needs to maintain the basic principles while transitioning from the 
current approach by Force Pro vider. 

The governing product needs to be a metric-based, multi-year, resource constrained, output- 


• Account for resources by mission and by force and support provider 

Year 2, etc. 


Accounting 

Aiocations 

Services 

Defense Agencies 


Year1 

CoCom CoCom CoCom CoCom CoCom 
1 2 3 4 5 

Needs to be about right to 
serve the intended purpose 


CoCom 
6, etc. 


Other Support 


Figure 3. Matrix of Accounting for Resources by Mission 

oriented business plan that allocates resources to mission purposes, constrained by expected 
resources, executed by the Force Providers with progress measured against the plan objectives. 
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4. The Combatant Commanders who have the ultimate mission responsibility for operating 
the joint forces should have a greater role in defining the force capabilities needed to 
perform their mission. To be a part of that process, the Secretary of Defense must 
require that they play this role. They must also be given visibility of the budget and 
financial affairs of the department so that they can integrate these factors with their own 
mission imperatives into their recommendations to the Secretary. Without access to the 
money issues, the Combatant Commanders will remain beyond participation in the core 
processes for determining the force development plans of the Department. Money 
counts in these decisions and they need access to participate. 

The Business Plan Matrix outlined in 2. above would provide that visibility and 
participation This matrix is not a budget document. It is a management tool designed to 
discipline the capability needs formulation process by forcing the customer - the 
combatant command - to base priority of need on a value - cost - schedule linkage. 

Further, the matrix is only one management tool, albeit a powerful one. In using this 
tool, there will inevitably be difference is views between Combatant Commanders who 
are likely to focus on direct mission needs and Services and Defense Agencies that focus 
on broader issues. Nonetheless, this approach is important in disciplining the choices and 
forcing the needed dialogue to ensure that the customer’s unique understanding, 
emanating from their immersion in mission issues, has a powerful voice in the choices. 


5. The Regional Combatant Commands need systems engineering and systems integration 
help. The Armed Services have large numbers of systems engineers that deal with the 
integration issues involved with each Service’s platforms and operating units. The 
Defense Agencies that supply specialized services such as DISA, NSA and the NRO 
have systems engineers dedicated to their functional mission. However, the Department 
does not have the institutions or skills to address the complicated systems represented by 
the joint forces. A modem military force is one of the most complex and technology 
rich enterprises known to many but those who operated and plan for these forces have 
almost no systems engineering support. The DSB Report on “Enabling Joint Force 
Capabilities” deals with this subject and is quoted below. 


“Provide operational architectures and systems engineering support to combatant commanders 
for C2, networks and information integration (C2 & Nil) needs 

There have been recent changes in the Unified Command Plan (UCP) that should over time 
move the combatant command towards a greater contribution to operational architectures and joint 
interface systems. For example, JFCOM has been assigned expanded responsibilities and 
authorities overseeing and directing Joint Battle Management and Command and Control 
(BM&C2) capabilities for joint integration and interoperability. The purpose is to facilitate the 
creation and development of doctrine, requirements and integrated architectures for joint BM&C2 
interoperability and connectivity. The new Strategic Command has a set of global responsibilities 
for joint forces capabilities to include global joint command and control services, global 
information operations, global ballistic missile defense, and an extensive role in global surveillance 
and reconnaissance. These new assignments wilt necessitate new relationships with the sources of 
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technical and engineering expertise which will in turn increase both their inclination and capability 
to contribute to innovative, future thinking not currently characteristic of most combatant 
commands. 

There are four fundamental unfilled needs to be addressed: 

• An organization and process for providing systems engineering support to combatant command, 

• A stronger process for creating joint operational architectures so that force providers have a 
framework in which their programs must fit. 

• Closer and more formal ties with the Service Organizations responsible for acquiring and 
fielding the joint systems, and 

• A means of harmonizing C2 and Nil needs across all of the joint arena from OSD/JCS, 
Services/defense agencies (including intelligence) and especially the combatant commands. 

The architecture and systems engineering approach should be truly '‘Enterprise" based system- 
of-system engineering. Fig. 4 illustrates an approach to meeting these needs. 

A multi-Service organization would be formed in Joint Forces Command to provide mission 
operational architectures. This organization would need to include people with experience across 
the operational world. It would report to a new sub-unified command in JFCOM, which would also 
be the source of systems engineering expertise to JFCOM and to the theater combatant commands. 
Because of the specific global missions assigned to STRATCOM in this area, this command would 
also have to develop a special relationship with STRATCOM. The organization would be small 
since the logical source of the expertise would be the Services, in the form of dual-hatted Service 
Nil and ISR organizations, characterized in Fig. 4 as Integrated Nil Commands. 


Fig. 4 Joint Operational Architectures and Systems Engineering 

Support for Command and Control, Networking and Information 
Integration (C2 and Nil) 



• The Military Departments C2 and Nil commands would be dual-hatted 

• Joint Forces Command provides C2 and Nil systems engineering 
services support to theater combatant commands as needed 
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Dual-hatting these commands provides at least three benefits. 

• It provides the needed level of expertise without duplicating existing capabilities in the Services 
and defense agencies. 

• It helps ensure that joint needs and systems define integrated C2, Nil and ISR architectures and 
standards and that service systems programs conform to these needs and standards. 

• It provides the acquisition structure to acquire compatible C2 and Nil programs and to fix 
existing C2 and Nil interoperability problems. Acquisition programs would continue to be 
assigned to a Service, defense agency or intelligence community acquisition organization. 

In order for the Joint C2 and Nil Systems Command to have the needed influence, some part of 
the overall related programs budget would need to be controlled by the command though 
acquisition programs would continue to be executed by the Services and defense agencies. ” 


6. A new Logistics Command should be formed that encompasses the Transportation 
Command, the Defense Logistics Agency and provides a dual reporting line for the 
Service Logistics organizations. The 2005 DSB Summer Study on Transformation 
addresses this issue and is quoted here. 


“Logistics is, by any measure, big business in the Department, employing over 1 million 
people and carrying an inventory of roughly $67 billion, with a significant part of that inventory no 
longer relevant to activities and systems being supported. One measure of responsiveness is 
distribution of in-stock items in response to user orders. Since 1996, the logistics system has 
improved its delivery time from 26 to 21 days in comparison to large commercial operations that 
routinely deliver in 1-3 days. 

Transformation of logistics capabilities will be heavily dependent on integrated business 
systems and educated and motivated people who understand what is expected. In current 
practice, there is an internal transaction for each segment in the supply chain (e.g.,from depot 
packaging to depot shipping; from depot shipping to package consolidation into truck-size loads; 
from truck movement to strategic shipping mode; and from strategic transportation to theater 
receiving, repackaging, movement, etc.). Furthermore, the system optimizes each segment (e.g., 
filling the trucics or rail cars for efficient use, optimizing the efficiency of the strategic 
transportation, repackaging for efficient use of theater transport). Optimizing each segment 
inevitably sub-optimizes the major objective of end-to-end movement from source to user. 

Integrated business processes supported by integrated business systems are essential in place of 
the currently fractionated process using some 600 different information systems and system 
architectures that apply technology to legacy practices rather than best practices. 

Over the past several decades, there have been large numbers of studies, recommendations, 
new processes, very large information systems projects, and new organizations created in search of 
an effective end-to-end logistics supply chain. In one of the many prior efforts to forge an end-to- 
end supply change, US. Transportation Command (USTRANSCOM) was assigned the additional 
mission of Distribution Process Owner (DPO). While this was an important step, it did not go far 
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enough to meet the objective of an effective supply chain. The necessary step is to assign a Joint 
command the authority and accountability for providing this essential support to global operations. 

This Joint Logistics Command would subsume the current USTRANSCOM mission, 
would absorb the Defense Logistics Agency (DLA), and would be supported by the Service 
logistics commands in a component command role. The Service logistics commands would 
continue to perform their Service functions, as is the case with other component commands. 

Theater commanders would continue to be responsible for harmonizing the logistics flow 
demand with operations in the theater. System program managers would retain responsibility for 
the life cycle support plan and for configuration control of the supported system. An integrated 
logistics information system is also necessary for an effective end-to-end supply chain. 

Numerous commercial enterprises exist that regularly practice and employ these means. 

The command should form an external board of advisors comprised of personnel from the 
commercial sector with the appropriate industry expertise and experience. 

The Secretary of Defense should create a Joint Logistics Command: 

• Responsible for global end-to-end supply chain. 

• That includes the TransCom mission, DLA, Service logistics and transportation 
commands as components to JLC with: 

o Regional Combatant Commanders retaining operational control of the flow of intheater 
logistics; and 

o Program Managers retaining responsibility for lifecycle logistics support plan 
and configuration control. 

An integrated logistics information system will be essential to eliminate the need for 
multiple systems with multiple transactions across multiple seams. 

The USD/AT&L should: 

• Lead the work to create an integrated logistics information system, and 

• Appoint an external advisory board of relevant industry experts to assist in guiding this 
effort. 


1. The DoD should restore the role of the leadership of the Armed Services that was 
removed by its implementation of Goldwater- Nichols. This is covered in the DSB 
Report on “Transformation: A Progress Assessment” issued in January of 2006. 


“The DoD implementation of the acquisition aspects of the Goldwater-Nichols act provided 
an acquisition chain of authority outside the force Provider chain of authority as illustrated in Fig. 
4 below: 
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Figure 4. The Acquisition Chain of Authority 

The issues — and an inevitable contribution to poor performance in acquisition -- is that the 
most senior operational judgment — the Service chief material command commander. Service 
component commander to the combatant command, and hence the combatant commander — is 
excluded from the acquisition decision chain. In the absence of this accountable operational 
judgment, the minimum risk approach for the acquisition chain is slavish dedication to often 
outdated specification that were approved —years before by the Joint Requirements Oversight 
Council (JROC), numerous Defense Acquisition Board actions, and contract arrangements. This 
inevitably leads to large cost and schedule overruns. To restore accountability to the Force 
Provider and to leverage experienced operational judgment and inherent authority, the acquisition 
chain of authority should be modified to include the senior leadership of the Force Providers as 
shown in Figure 5 below. 
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This change in the chain of authority requires no change to the law. It does require a waiver 
to DoD directive to dual-hat the PEO. The organization shown in Figure S would assign the 
Service Undersecretary are the Service Acquisition Executive. This would provide the cleanest line 
of authority. However, this is not essential to the concept of direct access to the Defense Acquisition 
Authority and accountability by the Force Provider senior leadership. 

The Secretary of Defense should restructure the acquisition process to give Force 
Providers civilian and military leadership clear responsibility and accountability 
through the Service chain of authority for delivering approved capabilities 


These are the points I choose to highlight as highest in priority even though there are many other 
issues that need to be dealt with to create a quality “Big A” acquisition process for the DoD. They 
include: 

-Muli-agency processes for addressing the major security problems of the nation. 
-Operational concept development. 

-The quality of the teclinical work force in Government and Industry 

-Managing the supporting technological and industrial base 

-The role of competition in the process 

-Balancing “fairness” with enterprise results 

-Allied and coalition force development 


Appendix I; Abbreviated List of DSB Studies 

2005 Summer Study - Transformation: A Progress Assessment Vol. I (2006) 


Enabling Joint Force Capabilities 120031 


Acquisition Reform Phase IV -on metrics 119991 
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Mr. Terry R. Little 

Acquisition Advisor to the Director, Missile Defense Agency 
Department of Defense Acquisition Reform 
Before the 

House Armed Services Committee 
March 29, 2006 

Good morning ladies and gentlemen, my name is Terry Little. I am currently the 
Acquisition Advisor to the Director of the Missile Defense Agency. I retired from 
federal service, but re-employed in the Missile Defense Agency in an advisory capacity. 
The committee invited me to testify today based on my 25 years of defense acquisition 
experience. My remarks and any answers I may give reflect my opinion and views only 
and not those of the Department of Defense or the Missile Defense Agency. 

I want to thank the Committee for giving me the opportunity to offer my views on 
the Department of Defense’s acquisition system. Although I have not recently 
participated in any formal studies, I do have some strong views that I have developed 
over the years from my experiences and observations. 

My interaction with the defense acquisition system has been from the bottom up. I 
have been managing major acquisition programs in the Department of Defense almost 
continuously from 1981 until 2005. All but one of the programs I managed were Air 
Force programs and, all but that one, were joint programs with the Navy. Like the 
committee and fellow panel members, I have also been an interested and reflective 
observer of major acquisition programs in the Air Force as well as the other Services over 
the years. My aim was trying to leam as much I could from the experiences of others. I 
have managed acquisition programs both within the context of the DoDI 5000 series, as 
well as outside it, including classified programs in the Air Force and a program at the 
Missile Defense Agency, All the programs I have managed enjoyed success to varying 
degrees. So what has been different with my programs as compared to so many other 
programs in the Department that have been disappointing? 

That is probably a question that I cannot answer directly. I think I know what I 
have done that produced a modicum of success, but it’s speculative for me to comment 
on what others have or have not done that has yielded not-so-good results. Nonetheless, I 
will try and to offer some thoughts that might be helpful in charting out a way ahead. I 
want to begin by commenting on our overall acquisition process within the Department. 

Our acquisition process is very cumbersome, frustrating, and bureaucratic. There 
are enormous areas for improvement. 

Can we do better by more closely linking the budget and acquisition processes? 
Yes, Budget instabilities are the bane of every program manager I have ever known. 
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However, contrary to popular opinion in the Department of Defense that blames 
Congress, I believe the instabilities come mostly from what the Services do to themselves 
by having more programs than they can afford and by breaking lower priority programs 
to fix higher priority ones. 

Could we make major improvements to the requirement process? Absolutely. We 
call the newest process “capability-based requirements,” but my observation is that not 
much has changed from the old process except for labels. I would offer that the way the 
Missile Defense Agency handles requirements in collaboration with the user seems right 
to me. 


Can we streamline the oversight process? Yes, particularly by removing a lot of 
the staff people engaged in that process-people who are little value-added and have no 
accountability for outcome. A 50-75% cut in headquarters’ acquisition oversight staffs 
might stimulate the kind of streamlined thinking we need. I particularly think the 
functional staffs in headquarters duplicate field activities and create useless work. 

Could we make organizational or institutional changes that might be helpful? 
Again, I think the answer is probably yes. I would be particularly pleased to see more 
continuity in our Acquisition Executives. Too, I think we might find better ways to take 
advantage of our most senior, proven program managers as mentors and advisors for 
those who are less experienced. It seems wrong-headed that we promote our best 
military program managers to flag level and then put them where they are outside the 
acquisition process. I realize that there are many who posit that changing organizational 
relationships and wiring diagrams will have a marked effect on program outcomes. My 
view is that those type solutions will be ineffective. 

I believe the Goldwater-Nichols legislation is fundamentally sound as it pertains to 
acquisition. However, I am somewhat chagrined at how the Department has 
implemented it. In particular, the clear, unambiguous reporting chain the legislation 
provides for the program manager is, in practice, not that clear or unambiguous. There 
are simply too many people outside the accountability chain who have a “say so.” I also 
fret that there are too many waivers to the tenure and the personnel qualification 
requirements the legislation calls for. 

This is probably heretical for an ex-program manager to say, but I think that 
having a somewhat inefficient, frustrating acquisition process may not be a totally bad 
thing. I don’t think we want to get it so streamlined that we rush to mistakes. With so 
much money involved, it could be good that we are so deliberate and slow to make 
decisions. 

I would now like to draw on some specific inferences from my own experiences. 
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After I retired in January 2006, 1 sorted through a large number of plaques, 
pictures, awards and other mementos from my career. I had a very large number of those 
as you might imagine. They were cluttering up the garage; my wife insisted I do 
something with them. When I was finished sotting every single one of them was in the 
trashcan except for one. That one was a small going away plaque from the program team 
for very first program I managed. On the plaque was a verbatim quote of something I 
had told the program team over and over during the years I was the leader. The 
inscription was “Organizations don’t make things happen. People do.” 

Seeing the plaque again reminded me how my experience has transformed my 
thinking. I came into my first program manager job very concerned about failing. I had 
virtually zero training and had never even been in a program office. I started my job 
thinking I was going to do the traditional management functions: planning, organizing, 
directing, etc. When I began to understand better the complexity of what I was 
undertaking, I was stunned by the magnitude of it all. It seemed overwhelming. What 
began to emerge over the first months was my realization that I had very capable people— 
both government and contractor- to help me-people who could understand and deal with 
the complexity. My job was to create an environment where they could succeed and to 
lead them through change. That meant developing and communicating a vision, creating 
a sense of mission, dealing with external interfaces, devising incentives and nurturing the 
team members. And, when things did not turn out as we might have wanted, to help them 
over the hump and alter our course. In short, my job was not to manage the program; it 
was to lead it. 

Most program managers I have known have failed to grasp that or, if they have 
grasped it, have not practiced leadership. Instead, they look for organization, structural 
or process solutions to problems that are essentially people problems. At its very core, 
this acquisition business is not about contracts, testing, acquisition strategies, plans, 
technology, finance, oversight, or any of the other things one can leam about or make 
rules about. It’s about people, It is about peoples’ behavior-people who are generally 
trying to do the right thing, who have personal strengths as well as weaknesses, people 
who have knowledge and energy to bring to the program and who are looking for 
someone they can follow. That “someone” is the program manager. 

Several years ago, I was a member of a large study team the Secretary of Defense 
chartered to re-engineer the Department’s acquisition oversight and review process. Very 
early in the team’s deliberations we got into a lengthy dialogue about the answer to the 
question “what factor(s) should determine how much oversight and review a program 
should get?” We argued for several days sometimes late into the evening. Some thought 
the total program value should be the detenninant. Others believed that the degree 
should depend upon how critical the program was to the user or to Congress. Still others 
thought it should be a function of risk or of how well the program appeared to be 
proceeding. All of us grew tired of talking about it. Finally, after one particularly 
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grueling session, I suggested to the group that I would call the Defense Acquisition 
Executive and ask him what he thought. The group reluctantly agreed after I assured 
them that I thought he would talk with me because I knew him. I called him (Dr Paul 
Kaminski) at home and explained the debate we were having. When I had finished he 
thought for a minute or two and then replied, “The most important factor in deciding how 
much oversight and review a program should have is who the program manager is.” 
Absolutely right, he was. No factor outside the program matters more to success than 
who the program manager is. It’s about credibility and the trust that credibility creates. 
Many program mangers don’t get it, in my view. 

I think that another influential factor for the results I have produced is how I 
implemented the concept of a team. To me the “team” is not an abstract concept. It is 
not simply a gaggle of people working together. A team has to have a clear and distinct 
goal— a goal that doesn’t change over time. What makes a team is that this common goal, 
more than any other factor, determines the behavior of every team member. Where an 
individual’s behavior is motivated by something other than achieving the team goal, that 
person and the team will be dysfunctional. Let me illustrate with a simple example. 

Suppose the Washington Nationals decide their goal for the upcoming season is to 
play in the World Series. \’7e can agree that achieving that goal should determine the 
behavior of every player on that team. However, assume that the Nationals have a 
pitcher wdth a personal goal to win 20 games during the season and that he behaves in a 
way to achieve that goal. Should that person be part of the team? I say no. Why? 
Because there will come a time when his personal goal will conflict with the team’s goal. 
That pitcher will choose his goal over the team goal. For example, he may pitch when he 
is tired without telling the coach. A successful team can’t allow that. 

Now let’s get back to acquisition. As the program manager, my goal is program 
success. Program success is to achieve the expectations for the program. My “team 
mates” are those who both share the same goal and accept that all others are subordinate 
insofar as their participation on the team. This means that inside the program office, I 
don’t want people who are specialists— those who are simply advocates for the best 
technology, the most air-tight contract, the most capable software, the most 
comprehensive test program, the lowest cost development program, etc. I want 
everyone’s behavior on the program governed by the same overall goal that I have. I 
want everyone’s decisions and recommendations to be as if I were making them. In other 
words, everyone’s work and thought processes must reflect a balance of competing 
interests just like mine. Otherwise, I am just not smart enough to synthesize all the 
conflicting inputs I get from within. Neither can I empower people to make decisions. 
When I can’t get people to meet these standards, I get rid of them. A team simply can’t 
function when one or more of its members have extraneous goals. The same applies to 
contractor teammates, I accept that they can have a legitimate goal of making money for 
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the company, but their overarching goal better be program success or we are going to 
have a huge problem. 

One upshot of this team approach is that my program offices have always been 
quite small relative to those for similar size programs. This is partly a result of my 
eschewing large numbers of highly specialized people in favor of a few who are 
specialized, but who can think and work more broadly. It’s also partly a result of my 
limitations in that I don’t know how to form a team that involves a large number of 
people— it leaves too much room for conflicting goals and poor communication. And 
finally, it’s because I have come to believe that large program offices necessarily lead to 
work for both the contractor and others that is non-value added work. Frankly, I have a 
difficult time understanding why even the largest programs in the Department need more 
than 100-200 people to do what they need to do. Numbers beyond that just blow my 
mind! 


1 learned about how critical leadership and a team approach were to program 
success heuristically— that is through trial and error. 1 don’t think that it has to be that 
way. We should do a much better Job selecting and mentoring program managers than 
we do now. I would suggest a rigorous screening process that would include attitude and 
preferetice testing as well as coming up with solutions to hypothetical and complex 
questions. There is some research on the attributes of successful program managers that 
would be useful, including work by Dr. Owen Gadeken at the Defense Systems 
Management College. I would also recommend that some matching of an individual to 
the needs of the particular program would be a good idea. 

We could also do better training of program managers. We send our best people 
to senior service schools for a year; I think we could afford to have training of similar 
duration for the people who are going to manage our largest acquisition programs. The 
bulk of that training should not be academic or process-oriented. Rather prospective 
program managers need to hear from seasoned program managers who have “been there 
and done that.” This training would come after we had selected a person for a program 
manager position. 

There has beenjesearch suggesting that we get most of what we need to be 
successful in our jobs not from training, but from emulating others and our experiences. 
Once we select and train a program manager, I think that manager should work under the 
mentorship of an experienced, capable coach. Ideally, that would be the Program 
Executive Officer. However, 1 have seen many cases, and experienced some, where the 
Program Executive Officer was not as capable as the program managers he was supposed 
to be mentoring. This should not be. 

Now let me talk about expectations. When we cite programs with bad outcomes, 
many times we are talking about programs where the expectation for the program’s cost, 
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schedule, or performance was unrealistic to begin with. Thus, the program was doomed 
to disappoint before it ever got underway! How could this happen? 

Throughout my time as a program manager, I have been a fanatic about creating 
reasonable and realistic expectations. Because I was the first program manager for all my 
previous programs, I was able to set the initial expectations for cost, schedule, and 
performance. In every case, I anticipated I would be with the program for a long time. I 
will have more to say about continuity later, but this prospect shaped my expectation 
setting. I felt I was going to be personally accountable for achieving what I promised. 

So, I wanted to set expectations at a level where I thought, with high confidence, the 
program would succeed. Most program managers don’t expect to have long-term 
continuity with their program and I suspect that shapes expectations they create. 

Were the expectations that I set more realistic than those of others because I was 
smarter or better trained than others? No, I think there were three other factors. 

1. When a program starts, there are enormous pressures on a program manager to 
over-promise. These pressures come from users, contractors, technologists, 
budget people and others. These are all well-intentioned pressures meant to “sell 
the program” or make it palatable in a very competitive market. I believe that 
many of the people applying these pressures rationalized doing that because they 
believed that once a program started, it would likely continue no matter how 
disappointing the results. Historically, there are ample grounds for that belief. 

How was I able to resist these pressures when many program managers do not? I 
am not a people-pleaser. I think that that there is an obvious answer whenever 
someone who is not my boss wants me to do something differently and I don’t. 
Having a vision that, if I caved in, I would some day be standing in front of 
someone explaining why I had failed is a powerful motivator. My feeling of 
accountability, made it easy to be firm and direct in saying to those exerting the 
pressures "No, that’s not how it’s going to be.” Some might say this demanded 
courage, but I would say that it simply required conviction and resolve. 

2. The second factor behind my being able to set realistic expectations was my 
unwillingness to commit to concrete cost, schedule, and performance before I had 
enough information to do so. It is natural when there is lots of money involved for 
people to want to know exactly what they will get for the money and when will 
they get it. People want to know this before spending the money. The problem is 
that many times in this business we have little idea what’s a reasonable 
expectation until we spend some money to gain added information. Our 
acquisition system doesn’t tolerate that. It wants precise perfomiance numbers, 
costs, and schedules early. I have come to realize that resistance is futile within 
the current DoD system. So, when the process compelled me to make an early 
judgment about what the development cost, a performance number or schedule 
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would be, I offered what I believed was a “you-bet-your-job” answer rather than 
one that I thought might be possible. In my experience, conservative expectation 
setting is rare. Most program managers I know— both government and contractor— 
prefer to say that something is “doable”, “achievable”, “success-oriented”, 
“aggressive,” or “tight.” I have learned that those type words accompanying an 
expectation really mean that it isn’t going to happen. 

3. The final factor that I think underlies my being able to set more realistic program 
parameters is an obvious, but critical one; I have had much more experience than 
my peers. Program management will always be as much art as science. One can 
leam the science part, but the art part comes from practicing, from learning from 
mistakes, from being “in the field” instead of a spectator. Most critical program 
decisions will be judgment decisions where intuition plays as large a role as facts. 
We would like to think that there are right answers to every issue, but there just 
aren’t. 

This leads me to another way that I perceive myself as perhaps different from 
many other program managers in the Department. Most program managers I know 
would say, at least privately, tliat things cost what they cost. You just tally it up, they 
would say. The inference is that performance is the most important among equals. I 
don’t accept that. I believe that you can manage costs by doing the right things and by 
having a cost-sensitive perspective. Let me use an anecdote to illustrate my point. 

Shortly after I became the manager for the Joint Direct Attack Munition (JDAM) 
program, I found myself in the Air Force Chief of Staff s office telling him about the 
program plan. When I had finished he asked me how much these things were going to 
cost. I had that information because we had just completed a cost estimate. The estimate 
projected a unit cost of $62,000 average for 10,000 units. I had very high confidence in 
that estimate. The technology for the weapon was very mamre-essentially off-the-shelf. 
Also, the bomb kit was relatively simple. However, as I tried to formulate the answer to 
the Chief, I realized that the estimate had a lot of assumptions and I had not gone over it 
in detail. So, my answer to the Chief was as follows: “If we buy enough of these we can 
probably get the unit cost down to about $40,000.” The Chief thought a moment and 
then he said, “Mr Little, I want the very first unit to cost less than $40,000. We are going 
to have to buy a lot of these so they need to be cheap. I want to see you again when you 
can assure me that you have figured out how to make this happen or when you are ready 
to tell me what I need to do to allow you to make it happen”. Making a long story short, 
the very first unit was less than $20,000. How did that happen? Simple. We managed 
the cost as if it were a technical requirement. The design was not “the design” until we 
were certain we could satisfy the cost requirement just like the requirement for each 
bomb to strike accurately. We knew we could make something that would work well, but 
it took some time, money, ingenuity, concentrated engineering and total team 
commitment to make something we could afford. By the way, I never asked the Chief to 
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do anything. What I did many times was threaten to go to the Chief when others wanted 
me to speed up, add new performance requirements, or cut the development cost. That 
threat worked great! It’s unfortunate that most program managers don’t get that kind of 
top cover. 

I should also note that making cost performance or cost schedule trades during 
development, like I was able to do with all the programs I managed, is a fantasy for most 
program managers in DoD. The only time this even becomes a possibility is when the 
program is on the edge of cancellation. It’s just too hard to get the requirements 
community to accept less performance than that to which they think they are entitled— 
particularly when they think that cost is someone else’s problem. To the users, the 
requirements are the vehicles they have to “hold the developers feet to the fire.” 

It is also quite possible to manage development costs. The way to do that is to 
develop what I call a “fixed price mentality” for developments. I will try and explain 
what that means. 

During the 1980s, the Department had a disastrous experience applying fixed price 
contracts to development programs. The basic concept, I think, was a sound one. The 
application was miserable. In particular, the Department applied fixed price contracts to 
very high-risk development programs and, typically, the program selected the low bidder 
as the winning contractor. These two factors together produced contracts with very 
unrealistically low prices and predictable bad results as the work unfolded. 

The Department, in an over-reaction, totally abandoned fixed price developments. 
So, today, the Department uses cost reimbursable contracts for virtually all system 
developments. This is a mistake, I think. A more creative and effective alternative 
would have been looking for ways to make developments lower risk and to remove the 
motivation for contractors to buy-in or “low ball.” This switch to cost reimbursable 
contracts has had some very bad consequences that many people do not acknowledge— 
consequences that contribute substantially to the widespread cost growth and out-of- 
control development programs we see. I will explain. 

1 . The certain prospect of a cost reimbursable contract encourages contractors and 
acquirers to undertake developments that are excessively high risk. A new 
development that relies on essential technologies that are immature, manufacturing 
processes not yet proven, or beyond the state-of-the-art breakthroughs is surely 
going to be disappointing. It’s going to cost more, take longer, and deliver less 
than anyone expected when it started. I argue that most everything the 
Department needs to develop today can proceed in low-risk stages with each stage 
providing an increment of capability. The expectation for that capability should 
be consistent with what we know we can provide at low-risk and in a short, 
predictable development time. Therefore, each increment should also be 
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compatible with a fixed price contract; if it’s truly not, then the risk is probably too 
high to start. Once the development begins, the high-risk technology work can 
happen outside the program in parallel and at its own pace. When that technology 
is mature, then we can fold it into the development program as an added capability. 
But, one might say, “. . .this is spiral development which the Department policies 
encourage.” It is, but, in practice, the increments are too risky and too long and 
have requirements that are inconsistent with what we know we can do. Also, the 
essential parallel technology work for future spirals tends to be under-funded. 

Cost reimbursable contracting encourages this troubling situation. 

2. Many of our major developments lack execution discipline. Somehow, discipline 
doesn’t seem to matter too much when the Government reimburses the contractor 
for all his costs and programs can almost always get more money after they begin. 
One of the major “lost disciplines” has been that of proper planning. There is a 
prevailing attitude that it’s acceptable to “make-it-up as you go along” when you 
have a cost reimbursable development contract vehicle. After all, some would 
argue, the plans never come to pass anyway. There are too many unknown- 
unknowns that pop up inside the program and too many perturbations from outside. 
That’s all false rationale. While it’s true that things we didn’t plan for happen, it’s 
also true that the act of planning gives us a sound understanding of the work scope, 
the interfaces, and the critical tasks. When the detailed planning does not happen 
we end up learning many things from doing that we should and could have figured 
out beforehand. I would be the first to admit that doing detailed planning for 
anything beyond about three years is a pretty fiuitless activity. However, if we 
could get to shorter, lower risk developments as I suggested, such a time horizon 
would be perfectly acceptable. 

3. Finally, I believe that cost reimbursable contracts have allowed our major 
contractors to become very inefficient. Where a contract is cost reimbursable, the 
contractor has no motivation to reduce costs. What do I mean when I say 
“inefficient”? I mean employing more people on a program than is necessary for 
actually doing the work. I mean having more mid-level managers than the work 
needs. I mean tolerating marginally performing employees. I mean allowing 
indirect costs to balloon, I mean becoming comfortable with rework and repair. I 
mean buying new equipment or building additional hardware when it is not cost 
effective to do so. I mean allowing major subcontractors to “skate through” 
problems. I mean “inspecting-in” or “testing-in” quality. I mean “fee-stacking” 
where a prime collects profit on a suppliers profit. I could go on, but the point is 
that we have created an environment where inefficiency is very acceptable. 

Certainly, we don’t have to return to fi.xed price developments to solve the 
problems I have mentioned. There are other ways. In fact any program manager can 
solve these issues for his or her program today simply by changing how he or she does 
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business. More broadly, if we could alter how we develop across the Department so that 
we took lower risk, shorter steps we could increase fixed pricing and begin to change the 
cultural mentality away from a cost-based mentality to one that was price-based. 

Now, I want to return to something I mentioned earlier— program manager 
continuity. I had a long tenure on every program I managed, an average of five to six 
years. This prospect not only contributed to my feeling accountable, but also contributed 
to program stability. I believe that our major programs should have managers who 
remain with the program until that manager dies, retires, resigns, is removed for cause, or 
has served five years. Some would say that this means that, therefore, we must have 
civilian program managers. I don’t agree with that. In fact, as a general rule, I think that 
today military make better program managers than civilians do. There are two reasons. 
The first is that military members tend to have closer ties to and understanding of the 
users. That’s pretty obvious and a good thing. What’s less obvious is that military 
members, at least theoretically, rise in rank mostly by demonstrating leadership. That’s 
what programs most need. Civilians tend to advance based upon technical competence. 
Most programs have plenty of that. What they don’t have plenty of is leadership. We 
could alter this over time, but for now, we simply don’t have a cadre of civilian managers 
ready to take on major programs. 

I want to use a couple of anecdotes to better communicate my opinions about 
continuity. I have watched the Joint Strike Fighter program since it began. I have lost 
count of how many program managers that program has had. I have known some of the 
past managers, but I want to speak about one whom I did not personally know: Mike 
Flough. I believe he was the program’s manager for about two years. There is no person 
working with him with whom I have ever talked— military, civilian, or contractor— that 
was not highly impressed with his knowledge, his integrity, his openness, his people 
skills, his candor, or his ability to keep the program on track. He was, in the estimation 
of everyone with whom I have talked, to the epitome of a great leader. Yet, after a 
relatively short tenure, the Marines promoted him and he moved off to some staff-type 
job. I say, “what’s up with this?” Why would the Department accept the disruption to its 
biggest and arguably, most important program? Is it because no one understands the 
huge trumoil that’s inevitable any time a program gets a new manager? Surely not. Why 
would the DepartmenLaccept the risk of getting a new manager not up to the task, when 
they already had a great one there? No sane commercial company would ever allow this 
to happen. It doesn’t pass a “reasonable person” test. 1 would think some creative people 
could find a way to solve this sort of problem without having to adopt a misguided tact 
like denying promotion to people like Mike Hough. This has to be fixed. 

Programs take on the personality of their leader. I am convinced of that. Program 
people adopt the leader’s priorities, ways of seeing the program, communication style, 
trust behavior, openness to new ideas, problem-solving approach, etc. In one particular 
instance, when I left a program to manage another, the program team began to rapidly 
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self-destruct. Within three months, it was in total disarray. It’s not that my successor 
was incompetent. He was simply different from me. He wasn’t into teams and, unlike 
me, he was a micro-manager and very, very cautious. It took 18 months for the program 
to get back on track. I bear some blame, of course. I failed to institutionalize the 
philosophy I had put in place. My excuse was that I didn’t see the need because I never 
expected to leave that program until I retired. Looking back, I believe the program would 
have produced a much better result had it not have had to deal with the significant 
disruption of having a different manager at a critical time. 

In summary, I will suggest that no matter the statutes, processes, policies, 
oversight approach and top-level organization, the rubber will always meet the road 
where the program manager is. The program manager drives the execution and leads the 
team toward developing and producing the product the war-fighter needs. He can control 
program outcome by what he does and how he does it. All the outside factors are 
environmental; the program manager can deal with them. I believe that we can and must 
do a lot better in grooming program managers, selecting them, training them, mentoring 
them, empowering them to act, keeping them in place, and holding them accountable. In 
my estimation, it’s at that level where there is the most progress to be made. 

That concludes my testimony. I want to thank the committee again for the 
opportunity to share my experiences and views. I look forward answering any questions 
you have. 
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